OF THE WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY «+ EAST PITTSBURGH, PENNSYLVANIA 


EVERY HOUSE 
needs 


WESTINGHOUSE 


Trailer, cottage or castle... it takes electricity to make a house a home 


: a joyous, carefree life that 


the trailer dwellers lead. But 


when they pull into a modern 
trailer camp, their first concern is to 
plug in on a power line. Even the 
house on wheels needs electrical 
comforts and conveniences to be- 
come a home. 

Electricity is democratic. Lights 


burn just as brightly in a one-room 


cabin as in a Park Avenue pent- 


house. Electricity cooks, cleans 
and cools as well for the little 
bride who kept her job at the 
office as for the wife of the boss. 
It serves the poor as faithfully as 
the rich. 

Westinghouse builds every kind 
makes 


of electrical device that 


\merican homes more livable. But 


the needs of the wealthy would not 
keep our appliance plants busy for 
a single week. It is our business to 
serve homes of every type. Our 
engineers are not satisfied until a 
device is so well designed that it will 
operate economically, so well made 
that it will last a long time, and so 
reasonable in cost that every home 


can aftord it. 


® Westinghouse 
Te name Thal metre, 
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Speculator 
Trader 
Investor 


If you are a Speculator this mes- 
sage is of no value to you. If you are 
a Trader or Investor, better read on 
-- there is vital news here for the 
man or woman who seeks profits in 
listed stocks. 


When you buy or sell, sometimes 
you are a trader, sometimes an in- 
vestor -- often both at once. That's 
why itis vitally important for you to 
have reliable, up-to-the-minute data 
on both the long-term and the short- 
term trends of stocks. 

Make no mistake! You are safe 
when you follow trend movements 
and trade in diversified groups of 
stocks. You are in position for max- 
imum profits when you buy at the 
beginning of a rising market or sell 
promptly when the trend changes. 


Trend movements are predictable 
by mathematical computations. 
T. E. Rassieur has made consistently 
accurate forecasts on this basis for 
many years. Read the principles, 
practice, and proof in his enlighten- 
ing booklet: “TREND INTERPRETA- 
TION.” Write for this booklet today 
-- it's free. 


T. E. RASSIEUR 


Trend Interpretation Service 
1645 Continental Bldg. St. Louis, Mo. 
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e7 rom your 


window at The 

Chamberlin 

Hotel you over- 
look Hampton Roads (Chesapeake 
Bay), scene of the Monitor- Merri- 
mac battle, Fortress Monroe, and 
are but a short drive from historic 
Williamsburg, Jamestown, York- 
town, Newport News and Norfolk. 
Here you can combine history and 
scenery with rest and recreation. 

* *« * 

300 large outside rooms, with private bath. 
Sandy beach, two swimming pools, Beach 
Club, golf, tennis, riding, yachting, fishing, 
bicycling, dancing. Food service now un- 
excelled. American and European Plans. 





HOTEL Sidney Banks, Managing Director 
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+ 


FAMOUS YEAR ‘ROUND RESORT SINCE 1860 


570 








Volume 60 No. 10 August 28, 1937 


The Ticker Publishing Company is affiliated by common ownership with the Invest. 
ment Management Service and with no other organization. It publishes only The 
Magazine of Wall Street and Business Analyst, issued bi-weekly; Adjustable Stock 
Ratings, issued monthly; and The Investment and Business Forecast, issued weekly, 
Neither the Ticker Publishing Company nor any affiliated service or publication has 
anything for sale but informaticn and advice. No securities or funds are handled 
under any circumstances for any client or subscriber. 


CONTENTS 
THE TREND OF EVENTS 

What’s Ahead for the Market? By A. T. Miller 

Labor Faces Critical Time. By Daniel Cronin McCarthy 
Our Stake in China and Japan 


How Inventions Will Influence Future Business. 
By Theodore M. Knappen 


Bright Prospects in Retail Trade. By John Guernsey 
Happening in Washington. By E. K. T. 
Union Carbide & Carbon Corporation. By Henry Richmond, Jr. 5 


How Current Earnings Are Affecting Price Movements. 
By Arthur Millard 


Mid-Year Dividend Forecast 


Part II1I—Oils, Aviation, Metals, Merchandising, Building. 
and Unclassified Companies. 








Investments for Income and Price Appreciation. 
By The Magazine of Wall Street Staff 
Container Corporation. By C. Hamilton Owen 
Link Belt Company. By Stanley Devlin 
Anaconda—Kennecott. By Stephen Valliant 
FOR PROFIT AND INCOME 
THE BUSINESS ANALYST 
Taking the Pulse of Business 
Essential Statistics 
ANSWERS TO INQUIRIES 
New York Stock Exchange 
New York Curb Exchange... . 


Banks, Insurance and Investment Trust Stocks 





Copyright, 1937, by the Ticker Publishing Co., Inc., 90 Broad St., New York, N. Y. 
C. G. Wyckoff, President and Treasurer. E. Kenneth Burger, Vice-President and Man. 
aging Editor. Ralph J. Schoonmaker, Secretary. The information herein is obtained 
from reliable sources and while not guaranteed we believe it to be accurate. Single copies 
on newsstands in U. S. and Canada, 35 cents. Place a standing order with your newsdealer 
and he will secure copies regularly. Entered as second-class matter January 30, 1915, at 
P. O., New York, N. Y., Act of March 3, 1879. Published every other Saturday. 


SUBSCRIPTION PRICE—$7.50 a year in advance in the United States and tts pos- 
sessions, Canada and Pan-American. Foreign, $8.50. Please send International Money 
Order or United States Currency. 


TO CHANGE ADDRESS—Write us your name and old address in full, new address 
in full and get notice to us three weeks before you desire magazine sent to the new address. 


EUROPEAN REPRESENTATIVES—International News Co., Ltd., Breams Bldg., 
London, E. C. 4, England. 
Cable Address—Tickerpub. 




















THE MAGAZINE OF WALL STREET 








the 
ant 
las 


Pre 


ow 


86 
88 


14 
































Members of the New York Stock Exchange are considering an increase in commission rates. Recognizing 
the right of stockbrokers to do a profitable business, but also looking at the longer-term welfare of both the market 





and its participants, we believe that the alternative of making 50 share lots the unit of trading as proposed in our 


last issue is much to be preferred. 


HIGHER COMMISSIONS 
Proposed: 


Increase stock commissions ap- 
proximately 30%, with a mini- 
mum of $5 on any transaction of 
$100 or more. 


fffects: 

|. Make it necessary for traders to 
hold out for larger profits, to 
trade less frequently, to contrib- 
ute to abrupt swings. 

2. Discourage the shifting of invest- 
ments in response to develop- 
ments. 

§. Paralyze the market with low 
volume, wide spreads, and an in- 
ferior international rating. 


so i ia | MN sii cit sa 





The cost of buying and selling 
100 shares of Canadian Pacific at 
12 is now $25.00, without taxes. 


Under the proposed higher 
commissions the cost of a round- 


trip would be $32.00 


These same transactions can 
be made in London by an Eng- 
lishman for about $25.00. 


Is there any good reason why 
such a spread should be created? 











50 SHARE TRADING 


Proposed: 


Make the standard round Jot 50 
shares instead of 100. 


Effects: 


w 


Encourage free buying and sell- 
ing by eliminating the double tax 
and the odd-lot differential on 50 
share blocks. 


Allow both investors and specu- 
lators to reduce commitments 
and spread risks at will. 


Restore the importance and the 
effectiveness of the New York 
market. 





The Political Re-alignment for 1940 


Is Business Over or Under Stocked? 


IN THE NEXT 


BY RAY TUCKER 


BY HENRY L. BLACKBURN 
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“From my observation, the worker in the steel industry, like those in any 


7 7 . . + . 7 on 
other industry, is today more ‘job conscious’ than he is ‘union conscious, 


said a prominent steel executive recently. "In other words, he is more 
intent on steady work at a fair wage than he is upon the principle of the 
open or the closed shop. This attitude has markedly increased during 


the past two months." See page 578 
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The Trend of Events 


MR. GAY IS RIGHT ... It has become evident recently 
that marked difference of viewpoint has developed be- 
tween stock exchange officials and the Securities and Ex- 
change Commission with which exchange heads have 
been wholeheartedly cooperating during the past few 
years with the common purpose of policing the market. 
The annual report of Charles R. Gay, president of the 
New York Exchange, brought this situation to the sur- 
face. The point was also emphasized in an accompany- 
ing special committee report analyzing the effect of ex- 
isting legislative regulations on the liquidity of the mar- 
‘ket. Generously acknowledging the constructive aspects 
of existing exchange control through the S E C, there is 
a frank note of criticism in Mr. Gay’s observation that, 
“Evidence accumulates that the quality of the market 
has been seriously affected.” 

Heretofore, there has been every indication that the 
aims and interests of the SEC and of the Stock Ex- 
change were in close harmony insofar as their elaborate 
efforts for investor protection were concerned. Indeed, 
wherever it seemed likely to be the more effective 
method, the SEC assigned numerous policing assign- 
ments to the exchange officials. At present members 
of the exchange are submitting reports to the commis- 
sion at the rate of 150,000 annually with no complaint 
at the burdensome detail. The disciplinary powers of the 
exchange over its own members and their affiliates (and 
indirectly their customers as well) have contributed 


greatly to the effectiveness of the joint S E C—stock ex- 
change investor protection activities ever since the crea- 
tion of the commission by Congress. 

Initially, the course of the S E C was held close to the 
line of perfecting its functional machinery and of pre- 
venting the abuses of fraud, misrepresentation and 
manipulation that led to its creation. After former 
Commissioner Kennedy relinquished his leadership of 
the commission, a new element appears to have grown 
up in SEC philosophy and policies, namely, that there 
is also an abuse of “over speculation” that requires cor- 
rection. Chairman Landis recently stressed this thought 
in a public address. Recent regulations have had this 
end obviously in view. These have contributed to (but 
not solely caused) recent subnormal volume and ex- 
ceedingly thin markets. 

One can only have sympathy with sincere efforts to 
curb any and all abuses to which the stock exchanges 
might be subjected. There is a level between over- 
speculation and under-speculation that is more in the 
public interest than either extreme, however, and it is 
evident that the practical minded exchange officials do 
not see eye-to-eye with the commission on a _ policy 
which results in impairment of the liquidity of the na- 
tion’s security investments however well intentioned 
As long as manipulation, fraud, monopoly and other ar- 
tificial barriers against a free market are guarded agamst, 
the exchange apparently is prepared to take a firm stand 
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for its historic position that the stock market performs 
its true economic function only when it represents a 
free market open to the unrestricted bids and offers of 
those who want to buy and sell securities on a competi- 
tive basis. There is little question on which side of the 
fence the average investor or speculator stands on this 
recent cleavage of thought between the exchange and 
the commission. Nor for that matter, does there appear 
to be much doubt as to which side the public welfare 
is identified with, since history has given adequate evi- 
dence of the disastrous effects of harsh restrictions on 
sensitive capital markets in a capitalistic economy. 


WHAT'S HAPPENED TO THE YARDSTICK? ... The 
Tennessee Valley Authority is a bold and ambitious 
experiment. It is an experiment in government pater- 
nalism, resting on a base of subsidized electric power. 
The power generated by the Tennessee Valley Author- 
ity’s numerous dams—erected, of course “for flood con- 
trol and as improvements to navigation”—was to be a 
yardstick which, directly and indirectly, was to force 
down electric rates everywhere. The Administration 
has done all possible to give the impression that it 
would set a yardstick for power so cheap that greedy 
and unscrupulous private interests would find it im- 
possible to compete with it. But what is this—the 
Tennessee Electric Power Co. wants to set up a steam 
generating plant in Nashville, right in the heart of 
T VA territory? To one who has confined himself ex- 
clusively to Government literature on the subject of 
the TVA and the relative costs of hydro and steam 
plants, to spend $2,000,000 in this way appears to be 
suicidal. It seems, however, that Tennessee Electric can 
put up a steam plant and generate electricty cheaper 
than it can buy the energy from TVA. Moreover, its 
arguments have been so convincing that even a pro- 
TVA Public Utilities Commission accepted them ani 
granted permission to erect the new plant. Before con- 
struction actually starts, of course, there is the Federal 
Power Commission to be heard from: but even at this 
point a public which is paying the Tennessee Valley 
Authority’s bills might well inquire as to the where- 
abouts of the yardstick. 


PRICE-FIXING WITH A VENGEANCE ... There are 
more ways than one to skin a cat. One way of making 
the President sign a bill that he might not have signed 
otherwise is to attach it as a rider to another which 
must be signed. It was in this way, attached to a tax 
measure providing for funds for the District of Colum- 
bia, that the Tydings-Miller Price Maintenance Bill 
became the law of the land the other day. President 
Roosevelt points out quite rightly that this was an un- 
fair technique: he even termed it “vicious.” The man- 
ner of a law’s enactment, however, makes little difference. 
The fact remains that business must now contend with 
the results. The Tydings-Miller law was designed to bol- 
ster the “fair trade acts” which have been passed by a 


majority of the states. These acts empower a manufac. 
turer to enter into a contract with a retailer, setting a 
minimum price below which the latter must not sell the 
former’s goods. The objective, of course, is to eliminate 
price-cutting in trade-marked articles—the “loss leader" 
type of business about which so much has been heard, 

One will have little difficulty in finding cases where 
price-cutting has been carried to extremes; where jt 
has been used as a weapon by a “big fellow” to drive a 
“little fellow” out of business. Admitting such eyijls. 
going even further and admitting that the public is the 
loser through uneconomic price-cutting tactics in the 
long run, it must be realized that price-fixing is foreign 
to our system and, now that we permit it even on a 
limited scale, an important change has been wrought in 
our fundamental business rules. In the first place, it is 
apparent that the anti-trust laws are not what they 
were before the passage of the Tydings-Miller Act. 
Secondly, it would seem that the public will pay more 
for those long-advertised, trade-marked goods to which 
it has become accustomed. From this one might reason 
that there will be a drift away from such goods in favor 
of private brands, which it is presumed will be consider- 
ably cheaper than those protected by the “fair trade 
acts.” If this proves to be the case, manufacturers who 
have their merchandise under contract with retailers may 
discover that price-fixing is a boomerang. Under these 
conditions it would be a boomerang. too. for retailers 
specializing in such contract goods. 


A SIDELIGHT ON CREDIT CONTROL... With steady 
expansion in commercial loans of the reporting member 
banks carrying the volume of outstanding business 
credit of these institutions to around the six and a half 
billion dollar level early in August, it seems clear that 
the “traditional” flow of capital into speculative mar- 
kets during an upward phase of the business cycle is 
being sharply reversed. Records over a long period of 
years show that with little exception, previous periods of 
business recovery were accompanied by boom stock 
market conditions, which in turn diverted huge sums 
of available capital and bank credit into the call money 
market to support speculative activity on the exchanges. 
The most recent example was in the late Twenties, when 
brokers loans (obtained in the call money market) 
rose approximately five billion dollars from the earl) 
part of 1926 to the peak of the bull market in the fall 
of 1929. During the same period commercial loans of 
the reporting member banks expanded from around 
$8,300,000,000 to $9,500,000,000, a modest increase of 
only $1,200,000,000. 

In the previous boom cycles, when money rates were 
the principal control factor in the flow of capital, will- 
ingness of stock market speculators te outbid business- 
men for loans was often thought to have played an in- 
portant part in the subsequent collapse of both busi 
ness and the stock markets. Whatever validity this 
theory may have had in the past, there seems little oc- 
casion for apprehension on this score under the present 
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order of Federal credit controls. These are being used to 
keep interest rates low, the latest move in that direction 
having been the recent lowering of rediscount rates in 
two Federal Reserve districts. The existing volume 
of outstanding commercial loans is approximately a 
pillion and a half dollars larger than existing commer- 
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s where cial loans at the start of 1936. In the same period of 
where it iime, brokers loans have increased not quite a quarter 
driveg § of @ billion dollars. There could hardly be any ques- 
ch evils. tion of Wall Street diverting an undue proportion of 
lic is the § the nation’s bank credit for speculative purposes. In- 
s in the § deed, the figures presented above represent a marked 
foreign reversal of the flow of capital that invariably accom- 
en on a panied periods of recovery in the past. 
ought in 
Uce, It is 
at they | MOTOR PRICES AND PROFITS ... The inevitable is 
ler Act. happening: automobile prices are going up. Following 
Ly more | the lead set by Ford, General Motors, Hudson, Nash 
0 which and Studebaker have all announced price increases. 
| reason Chrysler alone of the big companies as yet has not fol- 
in. favor lowed, although it is certain that this company will join 
onsider- the parade before long. The only thing remarkable 
r trade about the increases is their smallness—they average 
ers who about five per cent of list—and that the movement has 
ors Mar been so long delayed. It was in 1933 that the New Deal 
r these first began its reflationary experimentation and commod- 
etailers ity prices generally and the cost of living have been 
rising ever since. Automobile prices, however, were 


long an important exception to the upward trend. An 
attempt was made to lift them in 1934, but it broke 
down: some scattered and minor advances were made 











operating employees had a chance to dry. A number of 
Western roads have already laid off several hundred 
workers and it is safe conclusion that others will follow 
suit. Of course, some reduction in maintenance work at 
this season of the year is to be expected as a normal op- 
erating policy, but several carriers have frankly admitted 
that increased wages, both actual and potential, coupled 
with the failure of traffic gains to come up to expecta- 
tions, have influenced them in laying off a larger num- 
ber of employees than might otherwise have been neces- 
sary. Of all the industries which have either volun- 
tarily, or been compelled to grant wage increases, the 
railroads were the least able to support a higher scale 
of wages and perforce must accept the only alternative 
open to them—cut their working forces. Wages, what- 
ever their scale, are meaningless unless the worker can 
earn them, which means finding someone able to pay 
him. As soon as other industries find themselves unable 
to pass wage increases along to consumers by increasing 
the price of their product, it is certain that they also, 
like the railroads will find it necessary to reduce their 
working forces. Labor, after all is a commodity, subject 
to the laws of supply and demand, and the price which 
it can command, should be determined not by how 
much the traffic can bear but what it can reasonably 


afford. 


SANITY LOOMS IN RELIEF... One of the biggest ob- 
stacles to formulation of sound long-range plans for 
dealing with unemployment is the fact that nobody 
knows the actual proportions of the problem. Esti- 
mates of the number idle vary greatly and appear in 
conflict with the figures deduced from Social Security 
registrations. Not long ago the Labor Department’s 
estimate of employment was quietly and belatedly re- 
vised upward. Then, too, few are the citizens who are 
not morally certain they could name at least one 
“chiseler” on relief. It is therefore not surprising that 
the New Deal’s haphazard relief methods have come in 
for widespread suspicion. From the inception of Fed- 
eral relief, there has been crying need for an at least 
reasonably accurate census of the unemployed. For- 
tunately, it now appears likely that the country at last 
is to have such a census. 

According to Washington reports, President Roose- 
velt has decided to approve voluntary registration of 
the unemployed at a designated time. The method is 
somewhat similar to that used in the war-time draft. 
Even though the results should fall short of complete 
accuracy, the figures would have the great merit of being 
up to date. Any house-to-house census, however ac- 
curate when made, would be hopelessly inaccurate by 
the time final compilations were completed. Federal 
relief, costing billion after billion since 1933, has been 
based on guesswork. Public opinion will not stomach 
the outpouring of further billions unless it receives real 
light on the size of the problem. It is to be hoped that 
the proposed quick and voluntary census is the begin- 
ning of sanity in relief. 
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steady 

rember In 1935. 

siness In view of greatly increased labor costs, higher raw 
a half material prices, higher parts prices, to say nothing of 
r that the tremendously increased burden of taxation, it is 
. mar. very much to be doubted that the prospective purchaser 
vele is of an automobile has seen the worst. The recent in- 
sob-iat crease in selling prices is small in relation to the total 
ods of increase in costs—so small indeed that although the 
stock automobile manufacturer can reasonably expect fur- 
sthes ther expansion of his market, he can hardly hope that 
noney the greater volume will maintain his profits. It would 
inges. seem, therefore, that they might well be but a prelude 
when toa major advance on the new models which will be out 
rket) shortly. We do not know how badly the higher prices 
early will affect automobile sales, but it seems a pity that an 
e fall industry which owes its greatness and its prosperity 
ns of to a deliberate policy of constant price reduction is now 
oti’ being forced against its will along a path which it feels 
~~ to be economically unsound. 

were 

wil. HIGHER WAGES BRING LAY-OFFS . . . When is a 
nea wage increase not a wage increase? When it becomes 
~ the motivating cause for furloughing employees for an 
nig indefinite period. This is exactly what has happened to 
this a fairly large group of workers engaged in railroad main- 
i tenance work, almost before the ink on the wage agree- 
sent ment granting an increase of five cents an hour to non- 
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Tax recent dip in the stock market is adequately 
accounted for by the following factors, some technical, 
the rest of external origin: 

1—Speculative disappointment over the fact that 
advance of the Dow-Jones industrial average to a new 
high of intermediate recovery, following fortnight of hori- 
zontal drift, failed to produce more than insignificant 
bulge in activity. 

2—Increasing selectivity of the ad- 
vance which began in June and inability 
for the time being of numerous sec- 
ondary equities to follow the course set 
by a minority of leaders. 

3—Uneasiness over the unpredictable 
implications of the bitter Democratic 
schism at Washington; and a quite natu- 
ral inclination of traders and investors 
to take to the sidelines while awaiting 
early adjournment of Congress. 

4—Renewed softness in the bond mar- 
ket, centering chiefly in Japanese, 
United States Government and railroad 
issues. 

5—Further decline in wheat and cot- 
ton and moderate recession in rubber 
and copper. 

6—Lack of progress in settling the railroad wage con- 
troversy. 

7—Nervousness in foreign markets arising from the 
Far Eastern warfare. 

Yet it would be easy to exaggerate the significance 
of any one of the above factors or of the combination. 
There has seldom been a time during the past two years 
or more of major market advance when one could 
not point with alarm to disturbing foreign develop- 
ments and to domestic political uncertainty. More- 
over, there has seldom been a time when this major ad- 
vance was other than selective. If any lesson has been 
taught, it is that the New Deal regulated market can- 
not be hurried, that thinness has been substituted for 
activity as the dynamic factor in sharp price swings, 
both up and down; and that a policy of patiently stick- 
ing by soundly chosen longer-range commitments has 
consistently paid greater rewards than the always risky 
effort to take advantage of temporary reversals of 
trend. 

In view of the fact that from mid-June to mid-August 
the Dow-Jones industrial average had advanced nearly 
25 points without as much as a 3-point technical cor- 
rection, a minor shake-out—following failure of the 
general market to keep the ball rolling—can be regarded 
as a normal development. 
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What's Ahead for the Market? 


BY A. T. MILLER 





We therefore see no reason as yet to become discour- 
aged as to the market’s intermediate prospect. Ad- 
journment of Congress is a development that business 
men, investors and speculators have been impatiently 
awaiting for many weeks and will certaintly remove one 


disturbing factor. It is impossible to be other than 
optimistic as to the autumn business outlook, in view of 
the —" $10,000,000,000 1937 farm income— 
which will have a greater purchasing 
power than 1929 farm income—the high 
level of factory payrolls and indications 
of continuing satisfactory activity in 
durable goods. The seasonal precedent 
of many years is in favor of the market, 
and we would not be inclined to alter 
intermediate policy unless distinctly 
disappointing market behavior presents 
warning signals in coming weeks. 

It is perhaps worth while here to re- 
iterate that, whatever the trend of the 
market this autumn, the basic factors 
supporting the underlying bull move- 
ment are unchanged, and that such un- 
certainties as may present themselves 
relate wholly to the short-term move- 
ment. The accumulated need for durable goods, notably 
housing, has been but partially satisfied; and, relative 
to money rates, yields on sound stocks remain attrac- 
tive. No over-expanded speculative position exists, as is 
amply attested by the prevailing levels of brokers’ loans 
and bank collateral loans. Finally, the gentlemen in 
charge of the Federal Government have staked their 
political lives on an economic recovery for which they 
claim credit—which means that in the last analysis 
there has been no reason since March, 1933, to deviate 
from the simple investment and speculative concept that 
the alternatives facing the country are almost inevitably 
recovery or inflation. 

The market’s technical action from month to month, 
whether pleasing or disappointing, has little or nothing 
to do with the economic and financial fundamentals, 
and at times is in striking variance with the long-term 
trend. Thus, one could have concluded—wrongly— 
that the great 1924-1929 bull market was terminating in 
1926 because it failed in that year to extend signifi- 
cantly the 1924-1925 advance. Or one could have sold 
out in disgust in 1934 because the market on the average 
experienced a net decline for that year and, indeed, did 
not top the best level of July, 1933, by any decisive 
margin until the spring of 1935. 

There is considerable speculative disappointment at 
present because rail stocks have failed thus far to “con- 
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We regard the causes of the recent recession as temporary 


and expect adjournment of Congress to be followed by more 


confident investment and speculative sentiment. 


Selective 


purchases in periods of corrective reaction are favored. 


frm” the intermediate recovery in industrials. With 
all proper respect for this speculative theory, let it be 
remembered that the Dow-Jones industrial average ad- 
vanced nearly 60 points from March, 1935, to October, 
1936, before the rails provided definite “confirmation” 
by breaking through the top level of July, 1933. As 
judged by that three-year performance, there is plenty 
of time for rails to come forward with belated “con- 
firmation” of the present bull market sometime in 1938 
or 1939! 

Reverting to the intermediate prospect, we are con- 
fident that the current recession in the commodity mar- 
kets is temporary; that reaction in the bond average is 
due to special and obvious factors rather than any sig- 
nificant change in basic financial factors; and that the 
direction of the current political winds justifies greater, 
rather than less, confidence in the country’s outlook. 

In industrial raw materials the supply-demand factors 
remain generally favorable. As to farm products, en- 
larged crops will more than offset lower prices—and in 
view of the imminent resumption of Government peg- 
ging operations in cotton there is considerable ground for 
presuming that farm prices have seen the worst of their 
decline and that in no event will they lack any needed 





Government support, whether ultimately sound or not. 

The recent reaction in the bond market, aggravated 
sympathetically by near-collapse in Japanese obliga- 
tions, has been largely due to softness in Governments 
and rails. Governments have sagged because banks 
have continued to lighten investments—chiefly Govern- 
ments—to build up cash in expectation of further expan- 
sion of commercial loans. The latest weekly report of 
New York member banks shows a new high of recovery 
in such loans; and there is no doubt that this trend will 
continue into the autumn. The gradual transfer of 
banking assets from Government bonds to commercial 
credit is a bullish development the country has long 
awaited. Pressure on high grade rail bonds is partly 
due to the same factor, while lesser grade rail bonds, 
like rail equities, have been depressed by uncertainty as 
to how much costs will be raised by the expected even- 
tual compromise on the wage demands of the operating 
unions. 

As for the foreign factor, the European war clouds are 
no blacker than usual; and, a year of fighting in Spain 
having failed to produce a world catastrophe, we see 
no reason why the Sino-Japanese hostilities should do so. 
We favor selective purchases in periods of recession. 
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Daniel Cronin McCarthy, not unknown to readers of Tur 
MaGazine OF WALL Street, is the pen name of one of the 
best-known labor men in America. In earlier articles he fore- 
cast with deadly accuracy the course of labor —Eptror. 


1. is axiomatic that the test of every general is retreat. 
Any fool may sound the charge. Only a real leader 
can conduct a successful rear guard action. Even Napo- 
leon, who rated pretty high as generals go, did not do 
so well after the little affair at Moscow. 

Just now John L. Lewis is beating his way back from 
his Moscow. He may do a better job than Napoleon, 
but as matters stand as this is written, Napoleon may 
rest well on the “banks of the Seine among the French 
people” he “loved so well,” content that his laurels are 
safe. 

But as Napoleon left much sorrow in his wake, if in 
the end he damaged his beloved France, in the wake of 
Lewis is damage to the cause of labor, and there are 
curses for one another in the ranks of his legionnaires. 

John L. Lewis is not the kind of a man who willingly 








Labor Faees Critical Time 


BY DANIEL CRONIN McCARTHY 






His pet slogan is “No back- 


thinks in terms of retreat. 
ward step.” 

But to the initiates, the men who know all the grips 
and passwords of labor, Mr. Lewis sounded retreat when 


‘he appealed for Presidential arbitration of the “little 


steel” strike. It was not a very loud note, but it was 
the retreat. 

Since 1920 Lewis has not permitted an arbitration 
clause in any of his United Mine Workers contracts. 
But twice in that period has he asked arbitration. Once 
was in Harlan County, Kentucky, where his organizers 
now complain they cannot organize because the wicked 
operators put on “strip tease” shows on union meeting 
nights. The other was in West Virginia fields where 
until N R A came along he was helpless. Stated other- 
wise he wants «..itration only when he is beaten. 

But the note of the bugle was loud enough for all 
with an ear for labor music to hear, when late last month 
the United Mine Workers told the men of the “captive” 
mines of the “little steel” companies they might return 
to work. 

In itself that was treason to the steel strikers, an ad- 
mission of defeat, and a very definite backward step. 

No one who knows Lewis at all well believes it was 
taken cheerfully. 

The facts are that the men were going back anyway. 
Lewis had his Hobson’s choice: He could “permit” his 
unions to run out on his steel strikers or be forced to 
admit his control of his miners was cracking. 

On the retreat there will be diversions to cover the 
main line. One is under way at the moment—the textile 
drive aimed at the South with the sanction and approval 
of many New York and New Jersey manufacturers. 

There the T. W. O. C., headed by Sidney Hillman, 
whose aim is a textile empire including everything from 
the spinning of cotton and carding of wool to the mak- 
ing of all men’s and women’s clothing, is playing the 
shrewdest game ever. 

Mr. Hillman is not popular in the Southland. So 
while the Southern manufacturer and his mouthpieces 
are preparing for old time frontal attacks the group is 
quietly boring from within, aided by Southern women, 
long on family but short on cash. Many of these are 
college bred. 

Quietly they are being put on the payrolls as “organ- 
izers” to give the thing “social standing.” 

Another shrewd move is to retain lawyers of the high- 
est standing with good political connections to defend 
strikers and “crusading crews” of professional pickets. 

These moves should get some results, and the more s0 
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THREE PHASES OF A LABOR MOVEMENT 





1. Hysterical organizing accompanied by 
blazing headlines and jitters among our "best citizens." 


2. Strikes, violence and quarreling among the leaders. 


because many Southern editors, unaware of what is 
transpiring, beat the tom tom and promise to eat alive 
all “labor racketeers.” 

But Mr. Lewis has other troubles than the South. 

For one thing, it is admitted that the air cooled White 
House is rather cooler than it has hitherto been to him, 
and that the real C I O man there at the moment is 
Mr. Hillman again, for 20 years or more the fair haired 
boy in the eyes of Mme. Secretary of Labor Perkins. 

For another the radical press that has been going the 
full route for Lewis, has begun to turn, and of late has 
been giving him sound spankings rather than love pats. 

Both of these changes reflect public reactions. 

All of this is not to say that Lewis is yet beaten, that 
he will not yet make serious trouble. For example, it 
is not at all impossible, or even improbable, that his 
C I O won’t yet treat New York to all that a gen- 
eral traction strike involves, that the flock of little 
Lewises that have sprung up here and there all over the 
country won’t make lots of bother that there will not 
be headaches for about everybody from the President 
down before C I O goes into the limbo of labor panaceas 
and Mr. Lewis retires to his St. Helena. 

Meantime, the employing interests should hold their 
horses and their heads and not assume that because the 
peak of hysterical organizing and madcap strikes has 
passed every day will be Sunday from now on. 

It must not be overlooked that there is very little 
trouble in the standard unions. The building trades, 
for example, have not had a serious strike in any city 
in months. Even the strike ridden needle trades are 
quiet. 

It is true that this peace has been bought at the price 
of higher wages. But when we figure out what these 
new wage scales mean in real wages, we find that in- 
creased living costs to a great extent have cancelled out 
increases. Even the Bureau of Statistics of the Labor 
Department, which can be depended upon to paint as 
pretty a picture as possible shows that. 

The workman, however, does not eat statistics. His 
wife’s explanation of no roast beef on Sunday that beef 
is sky high tells him more than a report of an increase 
of only nine-tenths of one per cent in living costs in a 
given period does. 

There is, however, one development here that to me 
seems important—a tendency on the part of labor to 
ask if wages in some lines are not at, or getting to the 
point where they mean less work and consequently less 
mcome. 

Or to put it more now that strike hysteria 
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3. Degeneration and disintegration. 


has been damped down, labor is up against the same 
problem as the employer groups—uncertainty as to the 
future. 

And it has other headaches. 

Specifically it fears, and with good reason, anti-labor 
legislation. Already, under the Supreme Court’s ruling 
upholding- the Wagner-Connery National Labor Rela- 
tions Act expanding the jurisdiction of United States 
Courts under the commerce clause of the Constitution. 
a Federal Court, sitting in Philadelphia, revived the 
doctrine that a strike is a conspiracy and slapped a 
Sherman law injunction on sit down strikers. 

For 100 years here and in England, labor fought that 
theory. For years it had thought it dead. 

And oddly enough the court found the necessary prece- 
dent in the second Coronada case which Mr. Lewis won. 

No man, not excluding the President, had more to do 
with the passage of that Act than Lewis. 

How much further the Act may be used to cripple 
the unions is worrying the serious-minded men of labor 
who, from bitter experience, know that it’s the interpret- 
ing, and not the approval of a vaguely drawn act that 
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counts. Mostly they fear enactment of legislation limit- 
ing the right to strike. 

Personally, and I know all labor men will agree with 
me, the only real difference I can see between a freeman 
and a slave is that the freeman may quit his job when 
he wishes and the slave carinot. Whether he does so 
as an individual or in common with his fellows is not 
material. To hold otherwise is to restore the ancient 
law of conspiracy noted above and vest in the employer 
a property right in his employes. 

Legislation prohibiting strikes would not prevent 
strikes. Instead of strikes under at least some degree of 
control by seasoned men we would have “outlaw strikes,” 
leaderless or at best led by the most radical. 

We have had such outlaw strikes before,—the switch- 
man’s strike of 1921 is perhaps the best example in com- 
mon memory; the outlaw pressman’s strike of 1924 in 
New York perhaps the most spectacular. They were 
not lovely things. 

Again prohibiting strikes would force labor unions 
underground. There is enough of the practical in me, 
enough American, not to wish to see anything like that 
in my America. 

There is, moreover, a natural limit on the right to 
strike, exactly as there is a natural limit on free speech. 
No one claims the latter implies the right to cry fire 
in a crowded theatre—or church. Any color of claim 
of right of public servants to strike disappeared for this 
generation at least by the collapse of the Boston police 
strike of 1919. 

In so far as the incorporation of trade unions goes, 
there is exactly the same reason for not forcing the New 
York Stock Exchange to incorporate. I hold no brief 
for the New York Stock Exchange. But what honest 
man is there who, even as I, has only superficial knowl- 
edge of the importance and the integrity of the Ex- 
change, of the strict policing of its members by the Board 
of Governors, would as a matter of public safety and 
public policy, destroy the power of unquestioned disci- 
pline that is the history of the Exchange by forcing it 
to incorporate and throw the doors of the courts open 








to order reinstated any renegade who may be expelled or 
compel the admission of such rascals as the late Wolf 
of Wall Street—David H. Lamar. 

It need not, however, surprise any silk-hatted member 
of the Exchange, in the event of bills being presented 
in Albany or Washington to force labor to incorporate, 
to find himself fighting side by side with the hod carrier 
in dungarees to prevent enactment of bills forcing the 
Exchange to do likewise. Recognizing that the Exchange 
in a sense symbolizes those who would force incorpora- 
tion of unions, labor men are already planning to match 
any bill hitting labor with one hitting the Exchange. 

Personally, I cannot see any legitimate advantage in 
forcing incorporation. The Danbury hatters’ case of so 
long ago decided the responsibility of individual mem- 
bers of an unincorporated union, which, in effect, is a 
partnership. 

There are sound reasons against, though Mr. Lewis 
and his group favor, government regulation and control 
of labor relations. They are to be found in Germany 
and Italy. Formerly Germany had strong trade unions. 
Today it has none. Italy once had strong trade unions, 
Today it has none. In each country the unions became 
“progressive” and “advanced.” In each they began to 
lean more and more on the government to do the things 
they formerly did for themselves. Now the government 
is the union movement. Real trade union leaders are 
dead, in jail or in exile. 

In England, even Harold J. Laski, of the London 
School of Economics, and a rabid socialist, ascribes de- 
cadence of the English labor movement in part to social 
security laws. 

The Wagner-Connery Act and like measures, and John 
L. Lewis are leading labor along comparable roads. In- 
deed the seizure of automobile plants here, followed the 
precedent set in Italy. 

There is no need of argument that government con- 
trol of unions would be bad for business and labor. That 
regulation would work two ways. 

There is on the other hand no reason in equity or the 
Anglo-Saxon rule of fair play why an employer should 
not have the right denied him under the Wag- 








THE COST OF STRIKES 


ner-Connery Act, to ask for and get an election 
by his employes of their agents to bargain col- 
lectively. Senator Wagner, denying this, says 
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it would enable an employer to “freeze condi- 
tions” in his plant. 

If his employes are satisfied, why not freeze? 
Why force dissatisfaction? 

The seasoned, legitimate trade unions do not 
care whether there be elections or not. They 
can protect themselves, and, in fact, would like 
some protection from the vagaries of a law, and 
officials administering it, that may well serve to 
rob the skilled man of the benefits of his skill 
for the benefit of the man who has little or no 





MILLIONS OF MAN-DAYS 





skill and does not trouble to acquire it. 
There is no need, and no good would follow 
the enactment of laws, as suggested by Senator 
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Vandenberg requiring a majority vote for the 
calling of a strike. There is law enough to pre- 
vent that now if it is enforced, to wit, the laws 
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A A = Os: on the books of every state against mob law, 




















violence and coer- (Please turn to page 621) 
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Our Stake in China and Japan 


We are Japan's biggest customer and she in turn is our third 
best. Although China is fifteenth on the list of our custom- 
ers, she buys more from us than from any other country 


JAPAN 


Imported from 1935 Exported to 


CHINA 


Imported from 1935 Exported to 


UNITED STATES 
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BALANCE OF TRADE WITH THE UNITED STATES 
Japan takes about 9% and China 2% of all the goods that we export 

















Our trade with China and Japan comprises the following principal items: 
We sell to China— 


We sell to Japan— 


eee $63,381,000 — 
HONMMNEIPSIOGL 5 cco Roambcbcrareacce 15,164,000 
Petroleum products . 14,930,000 
Machinery and parts ................... 6,542,000 
Copper ....... ban 6,109,000 
Automobiles and parts ................. 5,326,000 
| SS ae 4,810,000 
rr 3,887,000 
We buy from Japan— 
ed ns i ae vgn eb dees s xeon s $56,046,000 
Vegetable oils Spm Ave duet paren 4 iba 4,681,000 
Foods, canned or bottled .......... 3,027,000 
POHMGTIOS. 6 occ 6 cones cic ce cas Cacdaeecis 2,688,000 
Toys ..................- ss 4,959,000 
Cotton fabrics ................... 1,554,000 
BE IN oie a en culire tandems 1,155,000 


PObponenD BPOGNCNS cae ane $8,154,000 
Doin > scw'a'e » 4-06 & k Care ae ee 5,191,000 
ee enn eee 2,655,000 
Paper, pulp, books, ofc. .. 2... . 0s es 2,262,000 
a eT 2,261,000 
ee re re 1,957,000 
a 1,769,000 
We buy from China— 
Silver .................00.02.02..2..- $14,688,000 
Vegetable oils ........................ 9,281,000 
Hides, skins and furs ................... 3,321,000 
DED .:.¢6. ween a+ oir ens Raw eeeia wed 2,878,000 
TIN, i. sy sow xin nies 00% 40d wae agwals 2,742,000 
Embroideries ..................0.00000- 1,365,000 





O.: of a total of approximately 12 billion American 
dollars invested in foreign lands, $750,000,000 is in 
Japan, $225,000,000 is in China. The two amounts to- 
gether are about 8 per cent of our total foreign long 
term investments. 

Our stake in Japan has tended to increase in recent 
years while that in China remains fairly constant. 
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Our investments include the property of American 
corporations in China and Japan—the investment in 
missionary and philanthropic institutions, and the secur- 
ities of Japanese and Chinese corporations as well as 
those of the two governments. 

Overshadowing this stake in its importance to our 
economy is the commercial (Please turn to page 632) 
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Courtesy General Electric Co. 
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is a great disturber, and it is fair to say 
that the greatest cause of change in our modern civiliza- 
tion is invention; although it is recognized that social 
forces in turn encourage or discourage invention * * * * 
Certainly developments in technology cause a vast num- 
ber of changes, in a great variety of fields,” says Presi- 
dent Roosevelt’s committee of Brain Trusters reporting 
to the National Resources Committee regarding the 
effect of technological progress. 

“And,” echoes a banker, “it is inventions that make 
my securities insecure, at the same time that scientific 
progress gives them potentialities.” That is why the 
essence of this ponderous report is of interest to Wall 
Street. 

Peering a bit nervously into the future of applied 
science in the fields of agriculture, mining, transporta- 
tion, communication, the construction industries, power 
production, the metallurgical and chemical industries, 
and electrical manufactures—and pretty much every- 
thing else—the wise men summoned by the New Deal 
planners may point the way to fortunes or fiascos for the 
investor as well as the inventor. 

The Report gets right down to brass tacks, and urges 
that a new host of planning agencies and another host 
of existing planning boards, supported by such natural 
and social sciences as may be needed, shall take it for 
granted that these thirteen inventions, either already at 
work, or certain to come, shall be prepared for and 
eased into action: 

(1) The Mechanical Cotton Picker, (2) Air Condi- 
tioning, (3) Plastics, (4) The Photo-Electric Cell, (5) 
Artificial Cotton and Woolen-like Fibers, (6) Synthetic 
Rubber, (7) Prefabricated Houses, (8) Television, (9) 
‘acsimile Transmission, (10) The Automobile Trailer, 
(11) Gasoline Produced from Coal, (12) Steep-Flight 
Airplanes, and, (13) Soil-less Agriculture. 

The necessity for such preparation is emphasized by 
considering what has happened since the beginning of 
this century—a period of unparalleled development. 
Most of the members of the present Congress had, in 
1900, finished school and college, and were already 
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How Inventions 


Future 


BY THEODORE 


launched on the careers that were to make theni (be 
nation’s policy makers. It would have been decided) 
helpful to them if they could have looked forward with 
assurance to the probable course of invention and tech- 
nology. In 1900 there were not many telephones in use 
—only about a million, yet the telephone industry is now 
the third largest public utility in the United States, wit); 
an investment of $5,000,000,000, and employment for 
hundreds of thousands. In 1900 it took all of Theodore 
Roosevelt’s “characteristic courage” to take a ride in an 
automobile. Thirty-five years later there was one auto- 
mobile to every five persons in the United States. 

Just as the railroads caused cities to spring up all over 
the country, so the automobile is now profoundly chang. 
ing them, “hurling their population with a centrifugal 
force outward into the suburbs, and drawing into an ever 
widening trading area many millions of inhabitants.’ 
Thus it has created a new unit of population, the metro- 
politan area. The railroad built up the big, formless. 
city, and the auto-truck is helping to build up the small 
place within the metropolitan area. 

Most of the present members of Congress did not go 
to motion picture shows as children, because there were 
none. This great industry today in the United States 
draws every ten days patrons equivalent in number to 
the entire population. It was difficult even to dream in 
1900 of what the airplane would do to American human- 
ity in a third of a century. Maybe—probably—it will 
do more in the present third. Simon Newcomb, Dean of 
Science, said in 1903 that man could never hope to cope 
with the problem of aerial flight. 

A recent visitor to this country from the land of 
Aladdin was more amazed than by any of his native 
tales of magic when he saw factories transform wooden 
sticks into silk stockings, and lumps of coal yield colors 
more beautiful than royal purple, and perfumes more 
delicate than attar of roses. “Rayon has blurred lines 
between the social classes,” says the Report, and, we 
might add, has given the bum’s rush to the Communist’s 
history of invention. 

While six inventions were remaking the world, 1,330,- 
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Will Influence 


Business 


M. KNAPPEN 


00 patents were being issued in the United States. More 
than that number will be issued in the current third of 
the century. It is certain that some will be wonderwork- 
ing. Others may have tremendous apparent potentiali- 
ties yet fall down somewhere in development—perhaps 
to rise again, perhaps to be forgotten—such has been the 
history of invention. 

Where is the telegraphone? Page the teletypesetter, 
maybe it will come to life. Where is the sugar that was 
about to be made from sawdust ten years ago? Find a 
single newspaper printed on Iowa’s much touted corn- 
stalk paper. Why didn’t radio waves get on the job of 
keeping clocks and watches accurate? Inventions that 
ought to come may not come, and those that are con- 
fidently predicted may flop for reasons unrelated to need 
or efficiency. Television is doubtless there, but it is still 
“just around the corner.” Synthetic rubber secins to be 
arriving at last—a long last. It was many years before 
the tractor was fully adapted to farm use. The making 
of wool fibers from cellulose, and of gasoline from coal are 
still more talked about than done. 

Difficult it is to predict with accuracy the develop- 
ment of industries from well predicted inventions. Un- 
expected defects develop. Some machines work, but 
are more bother than benefit. The fair-haired darling 
of invention is often barged out by something of a dif- 
ferent nature that may be “just as good.” A brilliant 
invention may be a flop when it comes to cost of pro- 
duction. Business enterprise and ability must be pain- 
fully and tediously uncovered to boost the discovery. 
Monopolies do not delightfully scrap billions of dollars 
of machinery in order to make fortunes for deserving 
but ravenous inventors, and throw good customers into 
the street. Vested interests put inventions in long-time 
locked safes. 

Men invent because they are indolent. 

So the wise men are looking for inventions to become 
effective chiefly where monotonous jobs abound. Chemi- 
cal tests will go on the job to help the electric eye and 
ear spot labor-saving opportunities. “It appears that no 
limit can be set to work which machinery might do.” 
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Courtesy Century Distilling Co. 


The possibilities of individual and social upset from 
the thirteen inventions and discoveries enumerated 
above, that are now edging into practical application, o1 
defeat, are enough to paralyze the imagination without 
considering the unknown inventions yet to come. There 
is enough dynamite in these thirteen puzzles to remake 
as many civilizations. 

“How far-reaching,” asks the report, “will be the 
effects of the arriving mechanical cotton-picker?” Cer- 
tain it is that the successful mechanical cotton-picker 
will drive millions of surplus negro laborers from thei 
homes in the land of cotton. Where will they go? Wil! 
they flood the Northern and Western cities? Will their 
presence there create race riots and destructive labo: 
surpluses? What will be the business results in the South 
if it looses half its population and doubles its income’ 

Will there be any offsetting influences and develop- 
ments? 

Apprehended social and economic effects of the ever- 
worrying mechanical cotton-picker may be voided by 
the triumph of the tree over the cotton plant. “Just as 
good” (perhaps) textile fibers derive from the cellulose 
that now goes mainly into boards and paper. Not only 
may the cotton-picker be voided, but cotton, and cloth 
may come from trees without intervention of the mule or 
the tractor and the plow. What a boost to rayon and 
other textile industries yet unborn! 

A more inspiring name for air conditioning is artificial 
climate making. Value of installations in this field have 
risen from some 14 million dollars in 1934 to over 50 
million last year. Yet the surface has hardly been 
scratched in this field and a huge volume of business 
awaits those companies that wholly or partly, directly or 
indirectly, can meet the coming demand. 

It is not too much to foresee in artificial climate making 
a force which may affect the distribution of population. 
raise the health level and greatly change production 
methods in many industries. It is said that even the 
tropics may some day be made habitable for a dense 
white population. 

Plastics, whether of resinoid (Please turn to page 624) 
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Warcuen as an investment, a well-selected list of Johnson put it in one of his famous articles recently: In 
store stocks should show more than a moderate incre- “It is like eunochs advising the Sultan on love.” in v¢ 
ment in value and a good dividend return, at least until The investor must consider such factors, of course, incre: 
early in 1940. The outlook is good for normal 8 to 12 but he should do it in the light of recent history, 1930 store 
per cent annual increases in sales, at a net profit of to 1934. The same alarmists filled the public prints be- dang' 
2 to 5 per cent of sales. Sales are seldom less than fore 1930. The same school of cockeyed economists com} 
three times the amount of capital and surplus. demonstrated beyond peradventure that retailers and hold 
Variety chains in 1935 and 1936 netted 8.2 their bankers and investors would go down and s 
cents per dollar of sales; chain department to ruin in a clattering crash, come the next soun 
stores, 5.0% in 1936 and 4.0% in 1935; depression. It just didn’t happen. Gr 
listed independent department stores, Retailers collected those 1929 ac- certe 
3.9% in 1936 and 2.7% in 1935; counts, sold and collected in 1930, the | 

mail-order houses, 6.0% versus in 1931, in 1932 and in 1933 on the 

5.4%; chain specialty shops, 4.7% same sound retail credit principles, Reta 
versus 3.4%; and listed independ- Neither the principles nor the prac- Asso 
ent specialty shops, 4.5% in 1936 tice is different today, and therein Stro 

versus 4.3% in 1935. The Ameri- WHY, ~~‘\ies one strength in retailers’ asset 
can Retail Federation sets the net Hj values. Another is in the convert- infin 
for all retailers, good and bad, at ible nature of their merchandise othe 
2.3%, operating expenses at 24.5% RETAILER'S COST OF MERCHANDISE 73.2 CENTS stocks. Inventories, although high- Ret: 
and cost of goods at 73.2% of sales. ; 5 er than a year ago, are not out of plac 
Fundamentally, the position of Wy lp line with sales increases and can penc 
the retailer is greatly strengthened be readily adjusted to any fluctua- Lew 
over that of the manufacturer or tion. "1 
the utility by the mass psychology sae acaee The most intangible asset on 
of the American ake. which is peptone cinethmaalguaanal any balance sheet in 1929, open This 
quick to start spending when in- Figures from American Retail Federation book accounts, developed by far wort 
come improves and slow to curtail the smallest losses, averaging 1 to star 
when the turn comes. That lag caused by inherent opti- 114 per cent. The security proved to be greater than the 
mism need be no more than 6 weeks to 6 months, de- that behind time-payment accounts protected by chattel ant 
pending upon the kind of business, to enable a retailer mortgages. The smallest losers were the retail-trained the 
to turn owned merchandise into cash and replace it with credit managers who did not repossess. The heaviest infly 
new stock at current prices. losers, averaging 8 per cent, were the banker-trained with 
The same lag permits the collection credit managers who did—especially the auto finance “ 

Consumer of open accounts and a large proportion companies. . 
Credit Stood of time-payment balances. That is why The auto finance companies have not learned their a 
the Test retailers were able to go into the depres- lesson yet. They are operating in the highly technical " “ 
sion at the end of 1929 with 6% billion field of retail credit with a kit of prim FY 
dollars outstanding in customers’ accounts and collect Auto Finance ciples adapted from hockshop practice . iv 
98 per cent of it, during the time when merchandise Principles and polished by the cheap jewelry and = 
values fell to 66 per cent, realty to 50 per cent and securi- Unsound loan-shark racketeers. Although they s 
ties to 20 per cent of their 1929 book values. That is say they have reformed, they still ac- 0 
why an experienced retailer smiles at the current stories cept risks on the principle of the grand average—all san 
in the press about the “alarming increase in consumer come, all »zved, if only the purchaser is able to make and 
credit” and the “insecurity of book accounts.” As Hugh the necessary down payment and is out of jail at the ae 
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time. All risks including defalcation are insured, at the 
astra expense of the 95 per cent of honest purchasers 
sho pay all costs as well as the losses from the 5 per 
ent of crooks. The trained retail credit manager takes 
on the 95 honest purchasers at nominal expense and 
bars the 5 crooks. That is the essential but significant 
difference. 

Automobile dealers recognize this difference and the 
great sales hurdle they have to surmount every time 
they sell a car on credit to one of the 95, but they are 
at the mercy of the finance companies. Last month the 
executive committee of the National Automobile Deal- 
as’ Association, Detroit, adopted a resolution urging 
fnance companies to curtail the instalment period and 
cut costs to purchasers. “Based on the actual reposses- 
sion ratio of 1932,” stated A. H. Benson, general man- 
ager, “it is not illogical to assume that if a business 
recession should occur the industry is bound to take a 
terrific wallop.” 

In contrast, open-account credit shows no weakness 
in volume and collections, nor is there any significant 
increase in deferred-payment selling in regular retail 
stores. Too great liberalization of terms is the only 
danger in sight, induced by competition with finance 
companies, especially in the field of radios and house- 
hold appliances. A warning to limit competition to prices 
and services, and not to compete in credit terms, has been 
sounded by the National Retail Credit Association. 

Growing realization by retailers of the need for con- 
certed action in many diverse directions is strengthening 
the position of trade associations in the retail field. All 
groups are increasing their membership. 


Retail The Retailers’ National Council, com- 
Association posed exclusively of the heads of na- 
Stronger tional trade associations under the as- 


_ tute leadership of Harold R. Young, is 
infinitely more influential in national affairs than any 
other retail group and than ever before. The American 
Retail Federation, 214 years old, is gradually finding a 
place for itself as the coordinate voice of chains, inde- 
pendents and State retail associations. It has invited 
Lew Hahn, formerly head of the National Retail Dry 
Goods Association, as president to succeed Col. C. O. 
Sherrill, resigned to become city manager of Cincinnati. 
This is the organization that “received a million dollars 
worth of publicity” by a Congressional investigation 
started within a month after it was organized. Out of 
the investigation, by a fluke, grew the Robinson-Patman 
anti-discrimination Act. With Lew Hahn at its head 
the AR F would be assured of a future of widening 
influence in the field, with close working relations 
with other powerful national associations heretofore 
alienated. 

That there are problems demanding trade-wide atten- 
tion and affecting retail security values is evident. One 
is anti-chain legislation and the growth of super-mark- 
kets both in the independent and in the chain fields. 
Another is State wage and hour laws, and the growing 
cost of social security taxes. Uppermost at the moment 
is the effect on retailers of price-maintenance legislation, 
now in effect in 42 States (except only Alabama, Dela- 
ware, Mississippi, Missouri, New Hampshire and Texas) , 
and given national sanction by the Miller-Tydings rider 
just signed by the President—a rider denounced as 
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“vicious” but signed because its veto would have killed 
the District of Columbia appropriation bill, to which it 
was attached for no apparent good reason except politi- 
cal strategy. 

Powerful manufacturers’ lobbies have been behind this 
type of legislation throughout the country. Retailers 
are sharply divided as to its desirability, and the con- 
sumer has yet to be heard from. 

Retail support of national brands whose prices have 
been fixed is in question. Development of private 
brands, and the growth of private-brand manufacturers, 

is the current subject of trade discus- 
National- brand manufacturers 


Fixed Prices sion. 
or More find themselves between the devil and 
Volume? the deep sea, as to whether to fix prices 


or invite increased use of their products 
as price leaders. 

A small storm broke in New York recently when 
Macy’s, a local department store, announced a policy 
of restricted wholesale distribution of its private-brand 
goods, and price-maintenance advocates who are fight- 
ing Macy’s promptly put their own interpretation on 
the move. The naive interpretation was that “Macy’s 
thereby has accepted the principle of price maintenance 
within trading areas.” 

The plan as announced is to sell some 3,000 products 
with the Macy label to non-competing stores in other 
cities. First customer is a department store in Wilkes- 
Barre, Pa. “This should not be interpreted as an attack 
on national brands,” the New York store announced. 

“You said it!” retorted Crichton Clarke, counsel for 
American Booksellers’ Association, one of Macy’s vig- 
orous critics. “It is a substantial adoption of the 
principle of price maintenance. Price protection of 
branded goods is effected either by restricting all deal- 
ers in a trading area to the (Please turn to page 630) 














BY E. K. T. 


Mr. Justice Black can be counted on to find constitu- 
tional basis for all New Deal measures, since he un- 
hestitatingly voted for all while in the Senate. His 
liberalism is sincere, not political, as in case of certain 
other Southern Senators. Critics call him provincial, 
narrow, prejudiced, biased, merciless. A vigorous prose- 
cutor, he has never exhibited a judicial temperament, 
but may develop one. 

Economic predilections of the new justice coincide 
with Roosevelt’s. He has consistently baited big busi- 
ness and utilities, championed the underprivileged, 
argued for centralized and increased federal authority, 
defended constitutional interpretations giving Congress 
unlimited power to regulate business and act in the 
general welfare, urged judicial interpretation on the basis 
of current economic and political thought, and favored 
government ownership of utilities, pro-labor legislation, 





WASHINGTON SEES 


Congress recess a period for testing strength 
or decline of Roosevelt’s popularity. 


Lines to be laid during fall to determine 
course of next session. 


Justice Black a confirmed New Dealer an- 
tagonistic to business views. 


Tax loophole bill an ineffective plug, as 
hastily drawn as measure it seeks to 
correct. 


N L RB the subject of secret administration 
criticism. 
New labor federation facing a hard course. 


launched amid much 


doubt as to business effects. 


Price maintenance 








high income and corporation taxes, and federal control 
of business and agriculture. 


Balance of court power will still be swung by moderate 
Justices Hughes and Roberts. Assuming no changes 
soon, Court consists of 3 reactionaries, 3 liberals, 1 ex- 
treme New Dealer, and 2 middle-roaders. Proprietéfy 
of Black judging laws he helped enact may be ques- 
tioned but it won’t bar him. Expect long delayed public 
utility holding company case will be allowed to reach 
Supreme Court early in next term. 


Constitutional objections to Black’s seating because 
he voted for increasing “emoluments” of office by pro- 
viding retirement pay for justices, brushed aside by 
Senate and Attorney General, may be raised later, per- 
haps when utilities argue cases before him this fall. 
Then if rest of justices try to unseat him it will revive 
whole hullabaloo about judicial government, courts vs. 
will of the people, ete. 


A general manager for TVA will shortly take over 
many of the executive duties of Director Lilienthal 
Thus is the quietus put on the squabble between this 
aggressive young administrator and Dr. Arthur E. Mor- 
gan, Chairman of the TV A Board. Hereafter these two 
exponents of public power will confine their activities 
to matters of T V A policy. 


Tax loophole bill, passed by Congress without under- 
standing it, will produce a small amount of revenue and 


is designed to hit only a few rich individuals, but per- ’ 


sonal holding company taxes may injure legitimate 
small operating businesses of the family type. What it 
saves may be offset by attention called to unplugged 
ways of avoiding taxes. 


Wage-hour deal thought to have been made between 
Roosevelt and Green whereby latter’s amendments to 
Black bill were accepted by House labor committee as 
a means of showing White House friendship with A F 
of L to offset feeling President was playing too close to 
its CIO enemies. 


NLRB investigation was made by high Justice De- 
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rtment official to disprove charges of bias 
and CIO partisanship made by an employer 
fiend. Conclusion was that friend was un- 
derstating his complaint, so official wrote con- 
gdential letter to President advising him to 
put clamps on N LEB before public blow-up. 
If this advice was taken its effects are not yet 


noticeable. 


Housing bill already greatly pared by Senate 
was further restricted by House (with a few 
compensating liberalizations) so that compar- 
atively little money can be spent under it and 
it is only the shell of what brain trusters and 
social lobbyists desired. But it is a gesture 
toward aiding the “ill house” and can always 
be expanded by future Congresses. 


Fabric labeling bill emerges from committee 
after kicking around for 20 years, with pros- 
pect of passing next session buoyed by cur- 
rent consumer concern. 


Judicial speed so desired by New Deal in 
testing constitutionality of laws is provided in 
court reform bill stripped of Supreme Court 
tampering. Corrects all of Roosevelt’s valid 
objections to judicial interference with acts 
of Congress without much possibility of cur- 
tailing rights of litigants or executive control 
of courts. 


Anti-lynching bill will hang over Southern Senators’ 
heads until early next session as reminder that social- 
welfare and Farley-political-machine wings of New Deal 
are determined to remake the Democratic party. Of 
doubtful constitutionality and effectiveness, bill raises 
question whether it will gain more black votes for New 
Deal than it will cost in Southern white votes. 


New labor group—federation of plant unions—has in- 
teresting possibilities if large number of workers seri- 
ously dislike racketeering and autocratic methods of 
AFofL and CIO. Employers would welcome it but 
its success is badly handicapped by N L R B opposition, 
lack of crusading funds and experienced paid organizers, 
and absence of militant dramatic appeal. 


Congress’ record for 8-month session is pretty slim in 
view of President’s requests and overwhelming adminis- 
tration majorities and Roosevelt enthusiasm in January. 
Decline of Roosevelt control during session is outstanding 
phenomenon of Congressional history. Due partly to 
unwieldy majorities composed of loose blocs, partly to 
President’s delays in formulating program, partly to 
bitterness of Court fight. Unanswered question is how 
much is due to decline of Roosevelt’s popular support. 


Roosevelt's defeat on big portion of his legislative pro- 
gram can and will be turned to advantage by him in 
radio chats picturing himself as champion of prosperity 
and the underprivileged thwarted by selfish interests 
and reactionary Congressmen. If his judgment of senti- 
ment is correct he can get more out of Congress next 
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Pictures Inc. 
David E. Lilienthal and Dr. Arthur E. Morgan who may devote themselves 


entirely to public power policy making. 





session than if he held it here longer now. He realized 
this in consenting to adjournment without wage-hour 
or farm control enactment. 


Congressmen return home to test sentiment, to see 
whether Roosevelt or recalcitrant legislators are cor- 
rectly gauging public opinion. What they discover will 
determine course of next session. 


Extra session call late in fall is not unexpected since 
Roosevelt could base it on need for balanced program 
of crop control, wage-hour standards, tax revision, gov- 
and start on appropriation 


ernment reorganization, 


bills. 


Crop control bill pledged for action early next session 
but may not be as sweeping as New Dealers want. Con- 
gress committees will spend recess talking to farmers, 
who seem much less enthusiastic for control than lobby- 
ists. Barring commodity price debacle and administra- 
tion radio campaign, legislation will not provide complete 
“ever normal granary” or compulsory crop curtailment. 


Shake-up in Federal Communications Commission may 
hurt or embarrass many radio stations. Commission 
has had bad political odor for some time, particularly in 
its broadcasting division. President’s naming of engi- 
neer (Commander Craven) as commissioner plus tem- 
porary assignment of McNinch of Power Commission as 
chairman is attempt to get the jump on impending 
Senate investigation but may grease skids under some 
of F C C’s chief trouble-makers and wire-pullers. 
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How many big corporations are there, a 

do you suppose, doing a record-breaking posi 

business at a record-breaking profit and sin 

doing more than half the business and flas! 

earning more than half the profit in a but 

wide range of products that were un- A 

known less than twenty years ago? We ity 

may live in an age of progress, but this cre 

is progress such as few can claim. Last b me 

year, the Union Carbide and Carbon Corp. gret 

earned almost $37,000,000, although had Wh 

it been making only those things that it fact 

was making after the war in 1919, stock- it 

holders would have been forced to con- dra 

tent themselves with a profit of little Repairing gear teeth by oxy-acetylene welding. def 

more than $15,000,000! The company par 

has contributed mightily to our knowledge of chemical carbon electrodes supplied by the carbon division. From bor 

science and, anyone compiling evidence that the day of calcium carbide, acetylene is derived-and this, burned | ger 

alchemy is about to dawn, will spend a lot of time mull- with oxygen, produces a flame so hot that steel may be a] 

ing over “Carbide’s” multitudinous achievements. readily cut or welded. The oxygen, of course, is pro- Co 

It is only possible to touch on the high-lights of any duced from the air, as are such other Carbide products | che 

such amazing change in the character of a company’s as compressed nitrogen and certain of the rarer gases. | net 

business. Carbide is the result of a merger effected in among them neon, made familiar to everyone through | tio 

1917. Curiously, each of the merger companies was a countless illuminated signs. diy 

pioneer in its own field. The consolidation brought The alloys fit into the picture because these, too, are | etl 

together producers of calcium carbide, atmospheric the product of the electric furnace, in the operation and me 

gases, carbon products and a budding business in metal design of which Union Carbide, with its long experience ray 

alloys. This may seem something of a strange aggre- in manufacturing carbon electrodes for arc heating or inc 

gation of bed-fellows, but it is much less strange than it lighting, is naturally expert. To make calcium carbide au 

appears. Even the company’s present extensive and economically, furnaces have to be large and in fairly ph 

remarkably diverse chemical business is the result of constant operation, for they take a long time to heat up [an 
logical development. Let us attempt to show how and a long time to cool down. Visualizing excess capac- | 

rounded-out the whole really is. ity in electric furnaces, fearing perhaps a waning demand mi 

Calcium carbide is an electric furnace product, using for acetylene, Union Carbide did what it always does Cc 
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' gree from the acquisition of outside interests. 


» factured by fusing limestone and coke (carbon) 





' defines as “the chemistry of carbon compounds, 











division is producing quantities of alcohols, 


automobiles, 
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under similar conditions: it looked around for something 
to take up the slack. In-this particular case there were 
two possible solutions—either find something the fur- 
naces could use directly, or widen the market for acety- 
lene and keep the furnaces operating on calcium car- 
bide. The first of the solutions put the company in the 
alloy business and it is now a leader in the field: the 
cond drove it to utilizing acetylene for the production 
of chemicals. Of chemicals we shall have more to say 
| later. 

With the point established that the seemingly dif- 
ferent divisions of the business are connected one with 
the other, some of their more important ramifications 
may be taken up. The acetylene, in addition to its 
major application in the oxy-acetylene cutting and weld- 
ing, is extensively used in home lighting and cooking; 
miners use it for their lamps and it is often employed 
in floodlight systems where the electric arc is not avail- 
able. Union Carbide is in a position to supply not only 
acetylene, oxygen and other gases, but also such mechan- 
ical apparatus as blowpipes, regulators, generators, 
eylinders and the like. 

The carbon division, as has been said, makes elec- 
trodes for electric furnaces. It also makes many other 


' carbon products, including electrodes for the arc-light, 


whose intensely bright, white light contributes so much 
to the delights of the silver screen. Nor must one for- 
get that carbon brushes are to be found in electric motors 
of all kinds. Whenever the household refrigerator goes 
on, or whenever the housewife uses the vacuum cleaner, 
something is being consumed that Union Carbide is in a 
position to replace. An important activity of this divi- 
sion is the manufacture of dry cell batteries and 


of the consumer type. Ethylene glycol, for example, 
has a numbeg of uses but as an anti-freeze it is sold un- 
der the trade-name “Prestone,” and has been received 
remarkably well by the motoring public. Indeed, the 
demand for this product last winter was so heavy that 
stocks were exhausted. Some $3,000,000 will be spent 
this year on the South Charleston, West Virginia, plant, 
mainly to increase production of ethylene glycol. Arti- 
cles made from “Vinylite” resins afford another example 
of a chemical product made by Union Carbide which 
finds its way directly into the hands of the man in the 
street. Toothbrush handles, phonograph records, coated 
paper and as a lining for tin cans illustrate the wide 
range of applications open to the “Vinylite” resins. 

On the theory that time must usually elapse before a 
new product attains a paying basis, one might think 
that a company producing new products as fast as Car- 
bide has done would have been a chronic sufferer from 
“development crises.” Since its formation, however, 
nothing like this has ever occurred, for which there 
appear to be a number of valid reasons. In the first 
place, products manufactured directly for the consumer 
always afford a degree of stability. During the years 
of depression, the Prestone, the Pyrofax (household 
gas), the electrodes, the batteries and the other con- 
sumers’ goods made by Union Carbide must have been 
a source of considerable comfort. Secondly, many of 
this particular company’s so-called established lines are 
not established in the sense that they must rise and fall 
with general business: rather they are lines still growing 
dynamically. Oxy-acetylene welding, cutting and shap- 
ing, for example, is an old-established process which has 





flashlights. There are a number of trade-marks, 
but “Eveready” has an international reputation. 

As the business has grown older, its complex- 
ity and the number of products has greatly in- 
creased. This has resulted partly from develop- 
ments within the company itself and in less de- 


When it is realized that calcium carbide is manu- 


it will be seen how strongly the company was 
drawn to organic chemistry which Carbide itself 


particularly those containing in addition to car- 
bon one or more of the elements hydrogen, oxy- 
gen, nitrogen, or sulphur.” 

In 1920 the Carbide and Carbon Chemicals 
Corp. was formed to concentrate the growing 
chemical activities. Five or six years later the 
new subsidiary commenced large-scale produc- 
tion of synthetic organic chemicals. Today, this 


ethers, esters and other things whose names 
mean little to anyone not a chemist. These are 
raw materials entering into a hundred different 
industries. Manufacturers of textiles, lacquers, 
pharmaceuticals, paper, rubber, 
photographic suppplies and explosives are 
among the company’s customers. 

In addition to raw-material-type chemicals 
manufactured by the Union Carbide and Carbon 
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shown itself to be heavily dependent upon activity in 
steel, but even in the face of ground lost to electric 
welding the steel industry is taking relatively greater 
amounts of oxygen and acetylene than ever before. This 
is because new uses have been developed and the oxy- 
acetylene flame now cleans steel billets, hardens machine 
parts and is in greater demand than ever for cutting 
intricate shapes. For the extremely aggressive and suc- 
cessful manner in which the management of their com- 
pany has gone out and found new uses for its products, 
stockholders have every reason to be grateful. 

The result of the combination of dynamically increas- 
ing demand for the greater part of its output and the 
avoidance of over-extension in semi-developed novelties 
has given the Union Carbide and Carbon Corp. a record 
of quite exceptional earning power. It is 
true that the depression brought about a 
sharp decline in net income, but this is a 
company which has never shown a loss and 
which, since 1918, has in no year failed to 
pay its common stockholders a return on 
their investment. Weathering the depres- 
sion easily, Union Carbide’s net income 
rose from a low point of $8,781,000 in 1932 
to an all-time annual record of $36,852,208 
in 1936. This last figure was equivalent to 
$4.09 a share on each of the 9,000,743 shares 


































of common stock outstanding with the 
public and compared with $3.02 shown 


for 1935. 

The progress continues, for the company’s 
earnings have gone from good to better in 
1937. Earnings for the quarter ended June 
30, last, were 30 per cent over the corre- 
sponding previous quarter, being equal to 
$1.17 a share of common stock. This, added 


Automatic oxy-acetylene shape-cutting machine developed by Union Carbide. 


ings to $2.27 a share—an excellen, 
comparison with the $1.71 a shay 
shown for the first six months of 
1936. 

It is not to be forgotten that this 
gain in earning power has bee 
achieved in the face of a steady jn. 
crease in costs and taxes. Wage 
have moved steadily forward and it 
is probably a fair enough statement 
to say that both salaried and hourly 
workers are today receiving well over 
20 per cent more than they were pr. 
ceiving four years ago at this time. 

As for taxes, a stockholder’s feel. 
ings will hover between gratified 
amazement that there should be 
such gains in earnings in the face 
of a truly appalling increase in taxa- 
tion and fear for the future of a 
country whose tax bill can double 
in a few short years and still fall 
far below government expenditures, 
Last year, Union Carbide’s tax bill 
totalled about $10,700,000, or not 
far from double the amount de- 
manded by the tax collector in 1929. 

Rising costs and higher taxes and the prospect that 
they are to rise still further, however, is a disquieting 
factor which the investor faces at the present time in cor- 
porations great and small. Unquestionably, they are an 
adverse influence that will slow down the earnings of all, 
although some companies are in a great deal better posi- 
tion to offset them than others. Few are better situated 
in this respect than the Union Carbide and Carbon Corp. 




































In the first place, the company’s financial and physical | 


condition puts it head and shoulders above the majority 
of companies. The holders of the 9,000,743 shares of com- 
mon stock are practically the sole owners of the business, 
for there is no preferred stock and a mere $20,000,000 
in parent company debentures and subsidiary mortgage 











to the $1.10 a share reported for the first 
three months, brought the half year’s earn- 
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Modern truck trailer, built of stainless steel, for which Union Carbide supplied 
the alloying materials. Weighing 2,500 Ibs., it is as strong as 
ordinary trailers of the same capacity weighing 3,500 Ibs. 
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bonds is negligible, relative to the 

size of the business. At the end of 
last year, cash and marketable se- 
curities alone totalled more than 
$35,000,000, or $10,000,000 in excess 
of the total current liabilities. 

It would seem that the physical 
condition of Union Carbide’s plant 
and equipment must necessarily be 
good. They could hardly be any- 
thing else, despite the notorious 
rapidity with which chemical plants 
are apt to become obsolete, for 
millions and millions of dollars have 
been expended in capital improve- 
ments over recent years. During 
1936 more than $20,000,000 was 
spent for this purpose, while capital 
expenditures this year are planned 
on an even heavier scale—about 
$27,000,000. Even during the worst 
of the depression capital improve- 
ments were made, about $7,000,000 
being spent in 1932 for the con- 
struction and acquisition of new 
properties. In the following year 
the amount was slightly less, but 
capital outlays jumped to nearly $16,000,000 in 1934 
and were well over $11,000,000 in 1935. 

Of all companies, the hardest for an investor to ap- 
praise are those operating in scientific fields, particularly 
those which are constantly pushing the horizon of man’s 
knowledge further away. When Union Carbide states, 
as it did in the annual report for last year, that 412 
patent applications were filed in the United States and 
foreign countries, it sounds like progress, but who other 
than the company itself knows with what these patents 
have to do or what their real potentialities may be? 
One would have to be a chemist and a metallurgist to 
begin to appraise them. Even then a man would need 
far more information on costs and processes than Union 
Carbide would disclose. Like most others in the chemical 
industry, secrecy, for competitive reasons, enshrouds 
much that is essential to complete appreciation of the 
company’s position. Though not as bad a withholder 
of information as Allied Chemical & Dye or Air Reduc- 
tion, nevertheless Carbide becomes “cagey” beyond a 
point. 

Thus it is apparent for the would-be investor that 
the Union Carbide and Carbon Corp. is something of a 
Jump in the dark. It is, however, a friendly, promising 
darkness. There is the record of achievement perhaps 
unequalled and, although the glories of the past are not 
an absolute guarantee of the future, there is nothing to 
indicate decline. On the contrary, what the investor 
can see of the prospect is bright indeed. It takes no 
scientist to forecast an increasing demand for metal 
alloys of all kinds: the whole tendency of our world is 
towards tougher, harder and corrosion resistant materials. 
Constantly increasing motor speeds, higher and higher 
stresses, the need for less weight in the airplane, the 
truck and the freight car, the demand that less time be 
spent on metal-working operations, all confirm such a 
tendency. Union Carbide with its varied line of ferro- 
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Many important airports and landing fields are illuminated by carbon arc lights 
developed by Union Carbide. 


alloys and alloying metals is in a position to furnish 
the maker of alloy steels and other members of the 
industry with every possible combination of materials 
for their alloy production. Hence, it would seem 
to be in a position to obtain at least its fair share 
of the expanding market. 

Then, too, the oxy-acetylene process in manufactur- 
ing operations is receiving increased attention. This 
was given a tremendous fillup by Carbide’s contribution 
of new apparatus to cut shapes with hitherto unequalled 
precision. When it comes to the chemical division, even 
the laymen can realize in a general way the growing 
importance of chemicals in our everyday life. He is 
beginning to see plastics at every turn; he uses varnishes 
and paints which are somehow different but which are 
unmistakably better than the finishes he was using only 
a few years ago. 

There remains only to be settled the question as to 
whether what one can see of the Union Carbide and Car- 
bon Corp. itself and what one can hazard of the com- 
pany’s future makes the stock worth the $900,000,000 
at which the market appraises it. This is not so very 
far from four times the figure at which the balance sheet 
values it—although this last figure is certainly over- 
conservative when consideration is given to the fact that 
all patents, trade-marks and a huge goodwill are lumped 
together at $1. Imagine how much the “Eveready” 
trade-mark alone must be worth. Even so, at the cur- 
rent market price of $100 a share it is apparent that 
something is being paid for future developments. 

Or, take it from the standpoint of earnings: it is likely 
that Union Carbide will report for this year a profit 
equivalent to $5 a share on its outstanding common 
stock—possibly somewhat more. Hence, the issue is 
selling at twenty times its current earning power, or a 
ratio sufficiently high as to be generally considered one 
which discounts potentialities (Please turn to page 624) 
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Appraising second quarter results and third 


quarter prospects in relation to security prices. 


How Current Earnings 


Are Affecting Price Movements 


BY ARTHUR MILLARD 


A COMPILATION covering 151 of the companies which 
have issued earnings statements for the first half of 1937 
shows an average gain of 40.5 per cent as compared with 
the same period of 1936. In the preparation of this 
tabulation, each one of the 330 companies whose stocks 
are included in Tae Macazine or Wat Street Com- 
mon Stock Price Index were checked. While earnings 
figures for all of the groups was not complete, there was 
enough data available to give a representative picture 
of the comparative trend of earnings for twenty-four 
industries. It is interesting to note that the average 
gain on August 7, 1937, compared with a year ago, re- 
flected by the price indexes of these twenty-four groups 
was only 11.2 per cent, in contrast with the substantially 
larger average earnings gain noted. 

When one says that a group of some 150 companies 
have an “average gain” of 40 per cent, there is no appli- 


cation of this figure warranted to any individual situa- 
tion. The companies represent a good cross section of 
American business, however, and their common stocks 
represent an important sector of the stock market. It is 
evident that, for the market as a whole, earnings have 
caught up with price advances to a significant degree 
since the beginning of the present year. 

The same inference is not warranted, however, for all 
of the various groups included in the tabulation. For 
instance, companies in the public utility group which 
have reported earnings for the first six months regis- 
tered a gain of 21.7 per cent in earnings but the shares 
showed a decline of 4.8 per cent in price. On the other 
hand, baking companies earnings were 8.3 per cent 
lower than in the first half of 1936 and the baking stock 
price index advanced 17.2 per cent. Yet, both of these 
industries are part of the whole exhibit which shows a 

year to year earnings gain that is 3.75 times 





the average advance in the price indexes. 





$948,164,000 





$674,923,000 











1936 1937 
NET EARNINGS OF 150 
CORPORATIONS 





EARNINGS & MARKET PRICE 






(See accompanying table.) 

In the industrial section of the stock 
market, the recovery in prices since June 
has not as yet fully regained the ground lost 
in the March-April-May recession. The rails 
and utilities have recouped a smaller pro- 
portion of their price declines from earlier 
highs. For the market as a whole, the com- 
mon stock index indicates that at recent 
quotations stock values are about at the 
same average level at which they started 
the year. Occurrence of the intermediate 
reaction earlier in the year was an impor- 
tant factor in limiting the year to year price 
comparisons to an average gain of only 11.2 
per cent. A second factor is the inherent 
tendency of stock prices to discouat earnings 
gains during a period of business recovery. 
In earlier phases of the recovery, prices ran 
well ahead of earnings; whereas 1937, so far, 
has represented a phase of consolidating 
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price gains while earnings expansion filled in 
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the “spread” between earnings ex- 
pansion and stock price gains. 

It is evident, however, from a 
study of the component groups that 


Prices and Earnings of Industrial Groups 


°% Earnings 














this “catching-up” process was °o/ De : 
highly uneven, — The indicated ex- we eh ert - 
pansion in earnings varied as much Compared to Compared to 
as a gain of 219.5 per cent in the a year ago Ist half 1936 
case of the steel companies whereas Tires & Rubber........ 76.5%, Ce 219.5%, 
the earnings of the automobile Steel & lron.......... 51.1% re 189.0%, 
group were actually 19.0 per cent Copper .............. 50.5% Amusements .........- 144.1%, 
lower in the first half of 1937 than Amusements .......... 46.6% Tires & Rubber ....... 117.0%, 
in the first half of 1936. In the lat- Petroleum ............ 31.4%, Textiles ..........-.-. 112.5% 
ter case, the earnings decline was Furniture ............. 31.2%, Aviation .........+--: 92.8% 
accentuated by the labor troubles — Mach. rare 24.8°7/, Business Mach pl les, 70.1%, 
throughout the industry earlier this nl SR es ps: Zo —— Re Acid rae a f 
year, particularly in the General Sulphor LO ee Orr ee ane a aceite tees yt 
Motors plants. Naturally, with |jachinery ........... ea ee bf 
fits ; achinery ........... 6%o Average ............ 40.5%, 
profits of the latter concern running Drugs, etc. ........... 12.7 : f 
well above a hundred million dol- Textile op Furniture ............- 29.0%, 
é ree 11.8% Suloh 22.8% 
lars, it was the dominating factor Average ............ 1.2%, Pull ur a 2179, 
in the group showing. Even with- Construction ......... 9.4% Tel & Tel ana te nae 21.0%, 
out General Motors, however, the Automobiles .......... 6.0%, Saas ant ab 18.9%, 
motor group would have registered Chemicals ............ 2.0% ee 16.6%, 
a decline of approximately 11 per Liquor ............... 2.0%, Food Brands .......... 13.1%, 
cent. While “the record” of earn- Railroads ............. cr, Auto Acces. ......... 12.9%, 
ings is less favorable for this group Aviation ............. —0.6%, RIE 5. dodo coos 11.5% 
than for any other industry under Public i: Ee —A8%, Liquor ............... 6.4% 
review, allowance must be made for Finance Cos. ......... 4.8%, Drugs, etc............. 5.8%, 
several factors in passing judgment sage a lactic ong =e — eae eon 
onthe future prospects of the motor Tet@ Tol 2. |< La0ae | Relhead 


group. In the first place, the labor 





disturbances which contributed con- 
siderably to the relatively poor first 
half showing this year are essentially a non-recurring 
influence. While the strikes have resulted in increased 
wage costs, this has been partly offset by price in- 
creases. Sales prospects this fall appear to be distinctly 
favorable and larger unit production should be another 
factor in restoring satisfactory profit margins per car. 
Finally, the smaller than average price gain for the 
group over the past twelve months coupled with the 
probable revival of interest in motor shares as the new 
models and the fall selling season approaches war- 
rants favorable consideration, from the shorter term 





Industries and Companies in a 
Favorable Position 


Per Share 

Earnings— Recent 
Company Industry Ist half 1937 Price 
Amer. Car & Foundry Rail Equipt. $d1.36+ 5l 
American Locomotive Rail Equipt. 1.0 51 
Anaconda Copper 2.21 60 
Foster Wheeler Machinery E1.75 45 
Loews, Inc. Amusement 6.90* 84 
New York Central Railroad 1.01 40 
Northern Pacific Railroad dl.01 30 
Phelps Dodge Copper 1.40 53 
Republic Steel Steel 0.88 39 
Twentieth Cent.-Fox Amusement 1.77 38 
U. S. Steel Steel 5.99 118 
Westinghouse Elect. Machinery 4.26 158 


*Nine Months Ended May 30. Year Ended April 30. d—Deficit. 
E—Estimated. 
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view, of better situated companies in this group. 

Turning to the “best” group, namely, the steel and 
iron companies, it would be well to note that the large 
percentage gain is partly due to the still subnormal earn- 
ings of this industry a year ago, the reporting companies 
having had profits of less than $38,000,000 as a base for 
calculating the gain on earnings of better than $120,000,- 
000 in the first half of the current year. The relative 
backwardness of the steel companies in falling into line 
with the general business recovery is typical of the capi- 
tal goods producers, however, and it was only within 
the past nine or ten months that shares of steel concerns 
began to compete seriously for a place of market leader- 
ship in speculative movements of the market as a whole. 
The gain in market price appears to be moderate in re- 
lation to the earnings expansion so far recorded. With 
prospects favorable for a good volume of production and 
sustained earnings over the balance of the year, the 
steels are likely to continue for some time as a favored 
group marketwise. 

It is interesting to note that of the ten industries 
which showed better than average year to year gain in 
group earnings, five are producers of capital goods, while 
at least three of the remainder which manufacture prod- 
ucts of non-durable nature have been effected by special 
trade conditions which restricted earnings improvement 
until a comparatively advanced stage of the general re- 
covery. The five capital goods industries are steel, cop- 
per, construction, business machinery and a broader 
machinery group which in- (Please turn to page 628) 
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Mid-Year Dividend Foreeast 


PART Ill — Oils, Aviation, Metals, 


Merchandising, Building, and 


Unclassified Companies 





a dividend pay- 
ments have shown a steady up- 
ward march in recent months, 
dividend rates have shown in- 
creasing irregularity. This, of 
course, is a direct result of the 
workings of the tax on undis- 
tributed corporate profits. 
Many corporations are unwill- 
ing to estimate the trend of 
earnings months ahead and INDUSTRY 
elect to make dividend dis- A—Aective, further progress indi- 
bursements on the basis of parse 
° * B—Active, further progress may 

actual earnings shown in each be slow. | 
quarter. 

With general business in an 
uptrend, such a policy is likely 
to result in conservative pay- 


C—Depressed, prospect for re- 
covery favorable. 


D—Depressed, no nearby im- 
provement indicated. | 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. The 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers I, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


tive impediments the outlook is, 
by and large, for better profits. 

As is always the case, how- 
ever, not all industries, nor cer- 
tainly all companies, will fare 
alike in the months to come. 
Some corporations have al- 
ready reached capacity with 
respect to present facilities; 
others which have been late in 
recovery have great improve- 
ment before them. 

It is to serve the individual 


COMPANY 


1—Good earning power; sub- 
stantial gains indicated. 





2 1 pi e 6 i +} 5 - 
pected. “and the specific need of the 
3—Gain in earning power may investor that this Dividend 
be slow. : d Part I 
4—farnings outlook  unfavor- Forecast 1s prepared. ™ 


able. covering rails, public utilities 
and the various equipments 





ments in the early part of the 
year and larger ones in the latter quarter, particularly 
at the year end. The probabilities are that the total 
payments this year will considerably exceed the record 
of 1936. 

It is true that operating costs generally are rising 
with higher wages and raw material prices, but consum- 
er demand is broad and despite taxes and other legisla- 


appeared in the issue of July 
31. Part II, in the issue of August 14, dealt with steels, 
motors and accessories, chemicals, liquors, sugar, tobac- 
co, foods and meat packers. Part III, the concluding 
section, is presented herewith. 
The tables and comments comprising this feature are 
accompanied by our investment ratings which are ex- 
plained in the table on this page. 





Increasing Demand Favors Oils 


— by an increase of approximately 11 per cent in 
the demand for petroleum products during the first half 
of the year, oil companies realized an average gain of 
about 50 per cent in net earnings during the first six 
months of 1937, as compared with the same period a 
year ago. Continued adherence of all the important 
petroleum producing states to pro-ration, undoubtedly 
was also an important factor in the improved earnings 
position of the industry. While crude supplies above 
ground increased from their low level prevailing at the 
earlier part of the year, as a practical matter, output was 
maintained within a level that provided a good balance 
with expanding demand for crude. 
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Crude price increases averaging about 10 per cent over 
a year ago were posted earlier in the year, while average 
wholesale and retail gasoline prices maintained a some- 
what smaller increase this summer as compared with a 
year ago. The largest gains in earnings thus were ex- 
hibited by the crude producing units or the integrated 
companies that produced either a substantial part of 
their own crude requirements or had an excess of crude 
production to dispose of to others. Substantial gains 
were also recorded by companies operating on the West 
Coast, although in this case the comparison is somewhat 
distorted by the fact that the early part of 1936 was an 
abnormally poor period in this section. 
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Prospects for the second half, on the whole, appear 
to favor maintenance of at least the first half level of 
earnings even after allowing for a moderate seasonal 
slackening in demand for motor fuel toward the end of 
the year. There were some tendencies developing dur- 
ing the past month, however, which if not corrected 
might result in unwieldy stocks of both gasoline and 
crude when the present season of large motor fuel demand 
comes to an end. At the end of July production was run- 
ning at a daily average level of about 3,592,000 barrels, 
as compared with the Bureau of Mines recommended 
level of 3,423,800 barrels daily average production for 
July and a new high record production for the industry. 
With more crude available, refinery operations were also 
at the highest rate in the history of the industry, not- 
withstanding stocks of finished and unfinished gasoline 
of close to 74,000,000 barrels. Some interests in the indus- 
try feel that gasoline inventories should be considerably 








reduced before the end of the large selling season. 

In relation to demand, however, stocks are not unduly 
large and the recent 12% increase in demand is expected 
to hold through August. The action of the Texas Com- 
mission in boosting that state’s allowable production 
about 100,000 barrels daily above the Bureau of Mines 
quota for August has also caused some apprehension as 
a possible unsettling factor to the present smooth work- 
ings of the pro-ration system. The Texas action was 
taken because of an actual demand for the larger crude 
output in that state, however, and would be expected to 
be promptly reversed in the event that there should be 
any indication of an adverse effect upon crude prices. 
There is not believed to be any real threat, therefore, to 
the maintenance of the fine balance between crude 
output and marketing requirements that has re- 
stored the industry to a profitable basis, in recent 
years. 





Position of Leading Oil Stocks 





- Earned Per Share Price Range 


Divs. 
Recent Decl’d Market 















































































































































1st 6 mos. 1st 6 mos. ———1937——~ 
Company 1936 1936 1937 High Low Price 1937 Rating COMMENT 
oc Teer re 2.52 1.18 1.36 114% 80 94 1.50 A-2 Heavy development costs restrict payments; wide future 
potentialities. 
Atlantic Refining......... 2.59 1.12 1.18 37 27%, 28 0.75 A-2 Only moderat ings gain indicated; may pay special 
dividend. 
Gumedall OF... .........5. 1.01 0.54 0.56 35% 231% 25 0.75 A-2 Production costs higher; maintenance of $1 rate expected 
Consolidated Oil.......... 1.18 0.49 0.66 17% 1414 15 0.70 A-2 Liberal income likely as earnings continue upward. 
*Continental Oil. ........ 2.05 0.93 1.68 49 39% 45 1.25  A-1 Better than average production gain reflected in first hal 
earnings. : 
Creole Petroleum.......... 1.23 384%, 28% 37 0.50 A-2 Likely to establish $1 rate; moderate earnings gain for 1937 
expected. 
i i eae 2.90 631% 50 56 0.50 A-1 Expect further earnings gain; extra payments or higher rate 
ikely. 
| Nil Nil a 0.60 17% 12% 6s None A-2_ Improvement in both oil and gas operations may eliminat 
SS _ a se _ phd. arrears. Ae 
aC, | a ee ere 3.80 +5 eos 87 72 82 1.37% A-1 Further ings gain indicated on increased Texas output; 
kT 3 Bi at ae = extras likely. = 
International Petroleum..... . 1.65* 2.00E* 391% 33% 34 1.25 A-2 Production and higher; year-end special dividend 
= OM htt nw oh oe _ robb le. — 
Mid-Continent Petroleum... . 2.57 ~—«: 1.30 1.66 35% 25% 30 = 0.50 = A-1__ Expect substantial addition to 50c interim div. paid in May. 
*Ohio Oil............... 0.70 0.43 O0.85E 22% 17% 19 0.50 _A-1 _ Sharp earnings improvement suggest more liberal payments. 
*Phillips Petroleum........ 4.02 1.77 2.85 64 49% 58 2.00 A-1 Record earnings likely this year; attractive for income and 
= 2 = a Bie 5 nn te _ a precciation. 
*Plymouth Oil......... 1.66 0.78 1.300 29% 24% 25 0.70 A-1 May earn $3 this year; extras or higher rate probable. 
og | een ae 1.63 NF 1.30 243/, 1652 20 None A-1 May resume dividends on strength of i imp’ 
Oe a ss ee ee ee ______s ment 
Seaboard Oil.............. 2.00 0.98 0.99 5414 3652 38 0.75 A-2 Increased costs offsetting higher crude price; dividend 
Sa 7 wi oe eee : ___increase_uncertain. 
Shell Union............. . 1.36 0.63 0.57 343%, 255 25 0.50 A-2 Poor earnings in 1st 3 mos. likely to be reversed by better 
ee Ont ieee Ss 7 ; ___sales conditions. 
RRONV AON ciSciscnied Si Aa 4.42 1.98 3.22 60%, 42 52 1.00 <A-2 Record sales and profits; could pay substantially larger div. 
*Socony-Vacuum......... 1.38 0.68E 1.00E 221, 1614 21 0.50 A-1 Foreign and d ti i tlook f ble; expect 
Bewhpee tate li. ; a Laie eS __more liberal payments. aes 
*Standard Oil Calif......... 1.79 0.69 1.36 50 3954 44 1.20 A-1 Benefiting from improved conditions on West Coast; 
eC LER _ se ee ee eee ; ___extras_ probable. 
Standard Oil Indiana. ..... 3.09 1.45 1.83 50 401 45 1.30 A-2 Further earnings improvement expected this year; attaining 
Vee eee : 5 oe rh Se. = a ___ better crude position. 
*Standard Oil of N. J... .. 3.73 Raed Pre 76 634, 67 1.25 A-1 ber ig more liberal income on further earnings gain 
ndicated. os a 
Standard Oil of Ohio...... 4.16 or HERS 45 33 37 0.75 A-2 Efficient unit in refining-marketing division; expect extra 
ie es nied So Sl en hernia, a efor end of year. 
J. ee 3.44 1.57 1.90 77% 65 68 0.75 A-1 Year end extra in stock or cash probable on estimated 
2a eae : Berd =, : _______seatnings of better than $4. ‘ 
it. a 4.10 "78 2.48 651% 50%, 60 1.75 A-1 —_ earn $6 a share in 1937; higher rate or extras prob- 
ako ee aie. Pile, Ser eae 
Tidewater Associated....... 1.10 0.60 0.99 215 155% 20 1.00 A-2 Benefiting from improvement on West Coast; likely to 
; roe continue extras. 
Union Oil California... ... . 1.40 0.45 1.11 28Y, 22%, 24 ¢.85 A-1 Second half outlook good; further increase in div. probable. 








*—In our opinion, the more attractive profit possibilities. 


*—Fiscal years ended June 30. E—Estimated. NF—Not available. 
























Position of Leading Aircraft and Aviation Stocks 





Earned Per Share Price Range 




























1st 6 - 1st 6 . —1937——~ R t poy ‘d Market 
Company 1936 < 1936 " 1937 High Low Price 1937 Rating COMMENT 
Aviation Corp. (Del.)....... .04(b il )) A-3 = Sh d a loss of $143,156 for 6 mos. to May 31. Sale 
we a end ™ om ‘“ onl pet may permit special disbursement. 

*Boeing Airplane......... " 5 ” A-2 Has|. Army orders on hand. Working capital romaine. 
oom — mand er ™ ais " ne prod indicate unlikelihood of divs. in near future. 
*Consolidated Aircraft... . . 0.29 0.33 NF 333% 19% 22 None A-2 a aan large and longer term prospects good, 

no 




















*Curtis-Wright “A"........ 0.88(c) 0.71(c) 0.78(c) 23% 16% 








6 None A-2 





Unfilled orders exceed $25,000,000. Rising earnings 
forecast. 



































*Dougles Aircraft.......... 1.75 0.42(d -92(d 1 56 N A-2 Orders large but profit margins somewhat restricted. Need 
wa - ene: Sree ~— ei of working capital may postpone dividends. 

Irving Air Chute........... 1.05 0.60 NF 185 11 12 0.75 A-3 Restricted profit margins retard earings gain. Present $1 
annual dividend appears secure. 

* Martin (Glenn L.)........ 0.87 RE 0.61 29%, 19% 21 None A-2_ Large orders necessitate increased plant capacity. See 
page 

National Aviation.......... 0.09 Nil 0.02 1834 11% 12 None Asset value $15.95 a share as of June 30, last. Dividend: 
not in sight. 

*North American Aviation.. 0.C01 0.03 0.02 17% 9 11 None A-2 Orders show sharp increase but profits gain restricted. 

*Pon-American Airways... . 0.70 NF NF 15% 59 64 0.75 A-2 Initial dividend of 25 cents paid on new shares. Longer 
term prospects excellent. 

Sperry Corp............... 1.32 NF NF 23%, 16 18 None A-2 Business continues to gain and shares have long term 
merit. May pay another $1 dividend this year. 

*United Aircraft........... 0.80 0.24 0.67 351%, 231% 28 0.50 A-2 Likely to earn over $1 a share this year. May pay 
another dividend. 

United Air Lines Transp... . 0.26 0.12(f) Nil(f) 24% 1414 15 None A-2 Camenne revenues up sharply. Later earnings should be 

tter. 








*—In our opinion the more attractive profit opportunities. 
(f}—12 mos. to June 30. NF—Not available. 


(b)—11 mos. to Nov. 30. (c}—"‘A” shares. 


(d)—6 mos. to May 31. (e)—Year ended Nov. 30. 





Metal Company Earnings Trend Upwards 


Disa spring a top-heavy speculative position in metals 
of all kinds crashed, bringing not only sharply lower 
prices for the metals themselves but having severe reper- 
cussions on the market price of securities issued by pro- 
ducers and fabricators. This has made for considerable 
caution on the part of the trade and on the part of 
speculators and investors. It is only within recent 
weeks that the fundamentally sound position and favor- 
able prospects for non-ferrous metals has restored con- 
fidence. 

Renewed demand for copper in world markets lifted 
the price to 15 cents a pound, but it subsequently re- 
ceded owing to the serious turn taken by affairs in the 
Far East. Early in August the price of lead was raised 
Y%4-cent a pound as a result of heavy buying pressure. In 
the case of zinc the situation is definitely tight. The 
price of zinc at East St. Louis averaged 5.28 cents a 
pound last December and since then it has gradually 
climbed higher, reaching an average of almost 7 cents a 
pound in July, which price has been maintained to the 
present. 

Stocks of zinc in the United States are so low as to 
equal hardly more than one week’s requirements at the 
present rate of consumption. Producers of this metal 
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have done their best to prevent rising prices for fear lest 
the extremely satisfactory technical position of the 
domestic market be unbalanced by importations. It 
seems, however, as if foreign zinc may enter this coun- 
try in considerable quantity and thus enlarge actual 
supplies. 

The bright prospects for companies producing and 
fabricating metals rests on the expectation that the 
world-wide recovery in general business is to continue 
for some time. 

While the armament race has been, and continues to 
be, a factor in this situation, it is the activity in automo- 
biles and electrical equipment, the farmers’ increased pur- 
chases of galvanized iron and wire, the greater demand 
for painting materials and so forth that are by far the 
more important. Everything points to a continuance 
of the business recovery lifting the demand for metals 
still further and that this will find reflection in mounting 
earnings for producers and fabricators thereof—the 
natural result of which will be larger disbursements to 
security holders. 

When it comes to the producers of precious metals, the 
situation must be appraised entirely differently. The 
prosperity of the silver miners depends upon whether the 
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American Government will continue to subsidize their 
activities; if it does, all well and good; if it does not, 
well, the economic price for silver may well be no more 


than 25 cents an ounce, compared with the current 


domestic quotation of 77 cents. As for the miners of 
gold, one might reasonably expect their earnings to de- 
cline gradually in accord with the rising trend of com- 
modity prices. 





Position of Leading Mining and Metal Stocks 





Earned Per Share 


Price Range 


Divs. 
Decl'd 


1st 6 mos. 1st 6 mos. ———1937——~ Recent 1937 Market 











































































































Company 1936 1936 1937 High Low Price To Date Rating COMMENT 
Alaska Juneau............. 1.15 NF NF 15%, 11 12 0.90 B-3 Earnings before taxes and charges for the first six months of 
this year were the best in the company’s history. Further 
progress, however, may be slow. 
Aluminum Co. of America. . 8.65 NF NF 177% 120 153 abe A-1 Arrears on the preferred to be liquidated before the com- 
mon can receive anything. 

American Metal Co........ 1.08 0.24 1.47 6834 43%, 53 0.75 A-1 Common dividends only initiated in June but regular dis- 
bursements may be expected from now on. 

*Am. Smelting & Refining. . 6.85 3.01 NF 105%, 719% 91 2.25 A-1 A dividend of considerably more than 75 cents quarterly 
may be expected. 

Am, Zinc, Lead & Smelting. Nil def Nil 20 6% 14 ae A-2 There are still outstanding shares of old $6 preferred on 
which the dividend accumulations are huge. 

* Anaconda Copper........ 1.83 0.67 2.21 69% 47%, 57 0.75 A-1 June dividend of 50 cents was twice that paid in March. 
Expect another rise before the year-end. 

Callahan Zinc Lead ........ def def NF 6% 23 3 cate A-3 Outlook obscure, although additional working capital has 

. been raised by the sale of stock. 

*Cetro de Pasco........... 3.38 NF NF 86% 60 71 3.00 A-1 ager ag this year should at least equal the $4 distributed 

n ; 

Dome Mines... ......... 4.26bd NF NF 51 3814 41 3.50 B-3 Earnings for the first half officially estimated somewhat 
higher than in 1936, 

tEagle Pitcher Lead....... 0.75 0.36 NF 27% 17% 20 0.30 A-1 Based on earnings, should be able to pay more than 10 

cents quarterly. 

Homestake Mining. ........ 3.81 NF 1.68 50% 471% 47 1.121% B-3 There may be a slow decline in earings if materials and 

costs generally continue to rise. 

Howe Sound... ...5.5...08 5.32bd 2.30bd 6.45bd 90% 623% 80 3.00 A-1 Higher dividends in line with i d earni pected 

Hudson Bay Min. & Smelt... 1.16b6d NF NF 42 25%, 31 0.75 A-1 Outlook for both earnings and dividends continues to be 
a bright one. 

tInspiration Copper........ 0.30bd NF NF 334%, 17% 25 dete A-2 Earnings of as much as $4 a share being forecast for this year. 

*international Nickei....... 2.39 1:43 1.71 73% 551% 64 1.50 A-1 Current earnings are record-breaking. 

*Kennecott Copper........ 2.36bd 0.84bd NF 69/2 51 60 2.00 A-1 Earnings and dividends trend upwards. 

Lake Shore Mines......... 4.84bd a NF NF 5914 461, 51 3.00 B-3 Profits for the fiscal year to June 30, last, are expected to 
be about the same as those reported for the previous 
twelve months. 

Magma Copper............ 3.18bd NF 1.58bd 63 42 49 1.50 A-2 Has been paying 50 cents quarterly: more expected. 

Melntyre Porcupine........ 4.46bd ¢ 1.01bd e 1.07bde 4214 32%, 35 1.00 B-3 Apeeus well able to Increase the regular annual dividend 
of $2. 

Miami Copper............. 0.07 NF NF 26%, 14%, 18 Sess A-2 Production costs last year averaged 9 cents a pound. As 
a selling prices remain substantially above this figure 
profitable operations are assured. 

*National Lead........... 1.71 0.57 1.36 44 30% 35 0.37% <A-1 Anticipate the payment of a substantial extra before the 
year-end. 

New Jersey Zinc.......... 2.67 1.19 NE 94), 72 81 2.00 A-1 Likely to pay more than 50 cents quarterly. 

*Newmont Mining........ 3.80 NF NF 135%, 92 105 2.25 A-1 Through this company representation may be obtained In 
a score of important mining and oil properties. 

Noranda Mines............ 4.13bd 1.87bd NF 64 1.75 A-1 Doing well. Stock is not listed in this country because of 
company’s refusal to comply with SEC requirements. 

Petino Mines.............. NE NF NF 23% 141% 6 sails A-2 Exchange problems still beset company. 

Phelps Dodge............. 2.25bd 0.92bd 1.90bdE 59% 40 50 1.25 A-1 poe are estimated much in excess of a 45-cent quarterly 

vidend. 

Roan Antelope............ 26%bd a NF NF 861 60 70 1.11 A-1 C y has the advantage of exceptionally low produc- 
tion costs, 

St. Joseph Lead........... 1.28 0.33 2.30 65 435%, 58 2.90 A-1 Earnings soar on higher lead and zinc prices. 

Silver King Coalition....... 0.63bd 0.34bd NF 174% 12 14 0.65 B-3 Fund tally the outlook for these two companies still 

Sunshine Mining........... 2.66bd 1.00bd NF 22, 17% 18 1.50 B-3 depends upon whether the American Government will 
continue to pay an unjustifiably high price for silver. 

U, S. Smelting, Ref. & Min. . 7.22 2.71f 3.65f 105 78 89 6.00 A-1 Earnings running somewhat over last year's. Has pursued a 
lioeral dividend policy. 

Vanadium Corp............ 0.40 0.11 NF 39%, 241% 31 Sadie A-2 First six months earnings expected to be materially higher 





than in 1936, 








1937, e—June quarter. 


f—1st 5 months. 


*—In our opinion, the better profit opportunities. E—Estimated. 


NF—Not evelittile. bd—Before depletion. a—YeartoJune30. ¢—Year to March 31, 





AUGUST 28, 1937 












Position of Leading Merchandising Stocks 
The Outlook for the Merchandising Industry as a whole is fully discussed in the article by John Guernsey on page 584. 
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Six months to June 26. 





*—1In our opinion, the more attractive profit opportunities. 
e—12 months to end of Feb., 1937. f— 
























































28 weeks to July 11. 


1 sien 31, 1937. 
g—24 weeks. 





b—Six asia to July 31. 
n—June Quarter. 




















1st6mos. 1st6mos. ——1937—— Recent 
Company 1936 1936 37 High Low Price — Rating COMMENT 
to Date 

* Allied Stores............ 1.322 NF NF 21% 15 19 0.20* A-2 Expected to do substantially better this year than in 1936, 
St may expect to benefit accordingl 

American Stores........... 1.57 0.83 0.42 261% 16% 15 1.25 B-3 Hard hit by Pennsylvania Chain Store Tax. July payment 
reduced from 50 cents to 25 cents. 

Amold Constable.......... 1.15a NF NF 16% 11 14 0.75 A-2_ A dividend larger than 1214 cents quarterly expected, 

Associated Dry Goods... . . 0.84a NF NF 24%, 153% 18 A-2 = Larce arrears on the second preferred to be liquidated 
before the can receive anything, 

| oa 4.21a 1.676 1.866 623%, 47 58 2.37% A-2 A substantial extra before the end of the company's fiscal 
year expected. Still higher earnings in prospect. 

Federated Dept. Stores... .. . 3.038 NF NF 43%, 31% 33 1.50 A-2 Outlook favors disb tin excess of 50 cents quarterly, 

First National Stores........ 4.24¢ 1.08h 0.93h 52%, 3914 41 1.871% B-3 Showing has been considerably better than the chain 
grocery average. 

Gimbel Brothers........... 2.088 NF NF 29%, 201%, 21 A-2_ Recapitalization plan, eliminating preferred arrears, pave 

ow the way for common dividends. 

Grand Union............ : Nila Nil d Nil d 5y¥, 21 3 B-3 Has registered some improvement recently, but dividends 
remote. 

A 3.84a 1.216 NF 4775/2 341% 39 1.40 A-2 With sales running ahead of last year, may pay more than 

eo 35 cents quarterly. 

Great Atlantic & Pacific... .. 7.31 NF NE 1174 8014 86 5.25 B-3 May possibly pay as much as the $7 paid last year. 

Interstate Dept. Stores... .. 3.22a 1.01b NF 361% 2014 26 2.25 A-2 Mainly because of labor trouble in sales area June sales 

eee Spe _o S were lower. Poor showing should be quite temporary. 

OOD incesesssscs ST 3.13f NF 87% 67% 69 3.00 _B-2 __ Earnings thought to be running slightly below last year's. 

Kaufmann Dept. Stores... . . . 2.59 NF _—sOiNF 35 _25 29 1.20  A-2 Might well be able to pay more than 40 cents quarterly. 

Kresge, S.S.._ dssoees S07 _ NF NF  —s-.295%, = 20% = 23, 0.60 += A-2 Somewhat more than 30 cents quarterly to be expected. 

Kress, S.H............... - (2.39 — - ae 4% 31% 31 1.20 A-2 Sales so far this year are slightly above those of 1936. 

Kroger Grocery & Bak. 1.90 0.543 0.773 24%, 18 21 1.20 B-3 Latest showing was a gratifying one in the face of flood 

a ee = DS De ee eee damage and higher costs. 
Macy, R.H.......... 3.06a NF NF 5814 44 47 1.50 A-2 = Signs that the company's war against nationally edvewteed 
= a i brands is to be waged outside New York. 
* Marshall all Field........... 0.67 _Nil 0.22 30% —S 18% = 26 Sst... ~~ A= Capital rearrangement paves way for common dividends. 
*May Department Stores 4.12a NF NF 661, 51%, 63 3.50 A-2 Substantial extra before the end of the fiscal year to be 
Sale ae _— eS ee ee ee ee ss expected. aie 
McCrory Shores... eiehaduece 2.15 NF NF 241% 143% 17 A-2 Has staged substantial recovery since reorganization in 
Se aah : f 2 ie oa park ____ May, last year. 

Melville § eee 5.57 3.60 __ 3.24 861% 67 70 3.75 A-2 Conti of $1.25 quarterly dividend expected. 

* Montgomery Ward. 4.12a 1.40b NF 69 48 60 2.00 A-2 Favored by increased farm buying power. May increase 

eee i= come — dividend from 50 cents quarterly. 

Murphy,G.C............. 5.90 NF . _NF- __ 90 67 77 2.35 A-2 September dividend increased from 80 cents to 90 cer cents, 

National Tea........... 0.23 Nil NF 121%, 6% 7 0.30 B-3 Dividend usually payable in July was deferred. Only 

= ee 2 ; —. a _____slow recovery expected. pee 

*Penney, J.C.......... 7.36 NF NF 103%, 85 97 2.00 A-2 An “extra’’ of $3.75 was paid last December. Similar 

eat * : ~ me Say — hina t __action expected this year. 

Safeway Stores........... 4.03 1.26 1.59 46 31 35 1.00 __B-3 __ Dividend of at least 50 cents quarterly appears assured. 

*Sears, Roebuck... 6.27a NF NF 98 81 94 4.75 A-2 = Sales for the 23 weeks to July 16 were more than 17% 
above the comparable period of last year. Larger earn- 

ee in i a ee a be! - ings and dividends expected. : 

Spiegel, inc............... 2.50 0.97 0.96 283, 191 23 0.75 A-2 Net income for the first half was slightly lower, but pros- 

ee an p es a a > ae ____ pects favor broad gains. Sales volume rising. _ 
Woolworth, F. W.... 3.35 NF NF 65%2 43%, 47 1.80 A-2 = Sales for the first six months up 7.3%. Company should 


be well able to maintain a quarterly dividend of 60 cents, 





d— 





12 months to the end of March. 
*—Plus stock dividend. 
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I. spite of a change in speculative sentiment toward 
building supply issues during the first half of the year, 
earnings of the companies which have issued reports for 
the six months ended June 30, 1937, were approximately 
two-thirds higher than the earnings of the same com- 
panies in the first half of 1936. Volume gains were also 


Should Do Better 


supplies. 


Companies Associated With Building 


higher as are unit prices of most building materials and 
But for increase in both manufacturing and 
distributing costs this year, earnings would have dis- 
played even greater expansion than reported. The larger 
volume of business has necessitated opening of idle 
plants in some instances and in others has required addi- 
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tional capital to finance the larger demands. On the 
whole, demand for building supplies is still well below 
normal and competition is still fairly keen in lines where 
productive capacity is excessive. This is reflected in 
higher sales promotional costs, increased dealer repre- 
gntation, etc., rather than in price—-the price trends 
during the past six months having been almost univer- 
sally upward. 

The change in sentiment toward building supply com- 
panies has been due largely to the fact that the rate of 
construction increases slowed up in recent months. For 
instance, construction of all classifications, which re- 
corded a gain better than 50 per cent last year, showed a 
year to year gain of less than 25 per cent in the first 
half of this year. The aggregate figure is distorted 
greatly by the let-down in Federal projects, however, 
private building making a better year-to-year compari- 
son. In the residential classification, for example, new 
building exceeded last year’s total by about 60 per cent 
in the first half. During May and June, the residential 
activity comparison narrowed to 23 per cent, however, 


due partly to the larger than seasonal volume of home 
building earlier in the year and partly to the increase in 
building costs, as the result of price advances and of 
higher labor costs. 

Housing shortages in many sections are still acute. 
however, and even the present increased rate of building 
is only about adequate to supply the normal annual in- 
crease in housing requirements. Rentals have increased 
in about the same proportion as costs in the first half 
and as long as the present cost-rental relationship is 
maintained, there does not appear to be any grounds for 
expecting more than temporary lull in the rate of new 
building. Probably new construction activity will again 
expand in the fall, and provide a basis for renewed in- 
terest in building supply issues. In so far as building 
supply and material manufacturers are concerned, the 
fact should not be lost sight of that increased building 
material costs, which have received wide publicity in 
recent months, represent wider profit margins. Most 
observers agree that the longer term upward cycle of 
building activity will be maintained for many years. 





Position of Leading Building Stocks 
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Price Range Divs. 
tst'6mos. 1st 6 mos. —1937— Recent Decl’d Market 
Compasiy 1936 1937 High Low Price in1937 Rating COMMENT 
Alpha Portland Cement. 1.34 0.407 : 1.077 39%, 2114 24 0.75 A-2 ~ Although earnings gains may be moderate expect $1 rate 
to continue. 
*tAmerican Radiator. ..... 0.70 0.13 0.35 29% 185, 21 0.45 A-1 Longer term outlook favorable; may pay small extra this 
year. 
Amer. E-c. Tiling....... ; def def. det. 7 13% 7 5% —_ 8 - None A-3 co ag company exzected to show 1937 profit; div. 
unlikely. 
*Armstrong Cork. ....... 4.36 —_ 1.38 1.75E “10% 543, 7 62 - 1.50 A-1 = Sales running 30% ahead of last year; extra probable be- 
fore end of year. 
*Celotex Corp...... 2.20 0.59! 2.39% 4814, 361 37 0.80 A-1 Sharp gain in volume and earnings suggest liberal div. this 
year. 
Certain-teed Products... . def 7 def - Nil 235 114 13 None A-2 sr expected in second, but no early prospect of 
ividend. 
*Congoleum-Nairn...... 2.05 0.84 1.11 45% 34, 38 1.50 A-1 Earnings of better than $2.50 probable this year; may pay 
year-end extra. 
ae 2.04 NF 3.781 561% 40 50 None A-1 Dividend resumption likely after retirement of 7% pfd. 
in September. 
Devoe & Raynolds A” 4.49 1.35 2.48 16%, 59 61 2.50 A-2 gg material costs may narrow profits gains in second 
alf. 
Flintkote 4.75 0.71 0.98 46%, 26% 29 0.50  A-2 Moderate earings improvement indicated for full year; 
may pay extra. 
Grand Rapids Varnish...... 1.50 0.63 0.81 18% 12%, 14 0.50 A-2 Should benefit from activity in furniture trade; may pay 
extra. 
Holland Furnace....... ». ne 2.87 i rey —_ 0.11 52%, 35% 41 1.00 A-2 Outlook favors longer term earnings gain and usual second 
half improvement. 
tJohns-Manville........... 5.13 1.56 3.00 155 120 136 1.50 A-1 Benefiting from larger industrial construction; may earn $7 
for full year. 
Lehigh Portland Cement.. we : 2.91 1.25+— 2.24; 511% 32 32 1.50 A-2 Larger imports in Eastern territory may restrict earnings 
gains over balance of year. 
Lone Star Cement..... er 2.99 0.76 1.23 15% 50%, 53 2.25 A-1 Benefiting from expanding foreign business; year end 
extra probable. 
Masonite... ... saint asecaahie 2.50(a) 1.60(a)** 2.29** 74 48%, 54 2.25 A-1 Expansion likely to aid longer term growth in earnings; 
extras expected to continue. 
Minn.-Honeywell Res...... ; 4.78 7 4.00 2.22 120 96 113 1.75 A-1 May earn $6 for full year—year-end special div. likely. 
National Gypsum. sjedate , 0.56 0.23 _ ~ 0.30 _ 18/4 12 _ 13 None A-2 co further earnings improvement 2nd half; may initiate 
ividend. 
*Otis elie... .c.<+. : 7 ~ 0.82 0.37 1.08 45% 33% ; 40 0.80 A-1 Benefiting from servicing and renovation; should main- 
tain $1 rate or better. 
Penn-Dixie Cement......... def deft Nilt 121% 5% 7 None A-3 Moderate improvement expected this year may leave 





small balance for common. 








AUGUST 28, 1937 














Position of Leading Building Stocks [Continued] 





Earned Per Share 


1st6 mos. 1st 6 mos. a. Recent 


Divs. 
Decl’d Market 

















Company 1936 1936 937 Hish Low Price 1937 Rating COMMENT 
to Dete 

{See eee 2.04(a) 0.53(a) 1.19 38 30 36 0.30 A-2 May gaa div. from 60 cent rate on new common o7 
pay extras. 

*Sherwin-Williams......... 8.04(b) 10.00(b)E 154%, 118 130 5.00 A-1 Protected by integrated position from rising costs, furthe 
extas payabdie. 

*U. S. Gypsum............ 4.03 1.65 2.62 137 103% 115 1.50 A-1 Substantial year-end extra div. probable on indicated 
earnings gain for year. 

Yale & Towne............. 2.49 0.84 1.51 622 48 52 0.60 86A-2 or imp t indicated in building and industrial 
outlets. 











*—In our opinion, the more attractive profit opportunities. 
weeks ended about June 5. t{t—12 mos. to Aug. 31. 


Not available. 


t—12 months ended June 30. 


t—6 mos. ended April 30. *—12 mos. gated ‘wee 31. NF— 
(a)—Adjusted to present capitalization. (b)—Year ended Aug. 3 













































































































































































E—Estimated. 
e J e 
Position of Important Stocks Unclassified as to Industry 
Earned Per Share Price Range Divs. 
1st6 mos. 1st6mos. ———1937——. Recent Decl’d Market 
Company 1936 1936 1937 ish Low Price 1937 Rating COMMENT 
to Date 
American Bank Note....... 1.24 0.96 0.52 41%, 201% 27 0.75 A-2 Despite earnings decline should be able to maintain rate 
of 25 cents quarterly. ; 
American Can............. 5.80 NF NF 121 90%, 107 3.00 A-2 Outlook more favorable than last year. Possibly more 
aie than usual dollar extra dividend. 
* American Chain & Cable... 3.15 0.93 1.83 32%, 28 31 1.33 A-1 Should be well able to maintain a rat pees A aaseenis of 50 
cents on new stock following 3-for-1 spli 
Americen Chicle........... 6.89 3.32 4.06 110 98 1¢9 4.00 B-2 Paid $1 extra in June, further extras Satan 
American Safety Razor...... 2.70 1.13 1.14 36 2637/4 27 1.00 B-2 Quarterly dividend of 50 cents a share appears well assured, 
*Atlas Plywood........... oe 1.04a 3.312 86-29% 19 23 1.25  A-1 August dividend raised to 50 cents from the 371 cents 
a paid three months previously. 
NED ess sonkecasssas 4.66 2.04 2.75 170% 122% 154 1.75 A-2 More than 75 cents quarterly is to be expected. 
Colgate-Palmolive-Peet..... 1.40 Nil 0.50 253%, 173, 18 0.37% B-2  Iner d ings foreshadow a year-end extra. 
Commercial Credit.......... 6.07 3.60 3.71 69%, 56%, 62 2.00 B-3 Record breaking earnings suggest that the company will 
pay more than $1 quarterly. 
Cc jalinvestmentTrust.. _— 6.07 3.16 3.43 80%, 63% 62 3.00 B-3 Present dividend likely to be enhanced by extras, 
*Container Corp........... 1.97 0.69 1.69 37% —«20% 27 0.90 <A-1 See page 604 for more detailed analysis. 
Continental Can............ 3.17 NF NF 691, 50 60 2.25 A-2 Company is expanding and improving plants aggressively, 
No early dividend change ex’ 
*Crown Cork & Seal....... 3.66 2.19 NF 100% 68 74 1.50 A-1 Rapidly developing a widely diversified container business, 
Diamond Match. .......... 1.65 0.80 0.90E 361% 26 26 1.75* B-3 Dividends declared this year are not far from estimated 
*Eastman Kodak........... 8.23 3.51b 5.01 185% 151 188 6.75 A-1 Both earnings and divs. running well ahead of last year. 
General Refractories........ 3.47 1.20 2.27 10%, 55 57 2.00 A-1 = Paid =e June; should pay substantially more before the 
year-end, 
Gillette Safety Rezor....... 1.72 0.73 0.67 20% 141% 14 0.50 B-3 Introduction of new products broadens the company's 
ws possibilities. May pay as much as last year. 
OE Te 3.29¢ 0.80d 1.82d 51% 40% 42 1.80 A-2 Outlook is for further improvement in earnings and divs. 
Greyhound Corp........... 1.59 0.56 0.55 16Ye 1234 14 0.60 A-2 Quarterly dividend of 20 cents a share appears conserva- 
tive in the light of probable earning power. 
Harbison-Walker Refract... . 2.41 0.91 1.41 5814 40 44 1.50 A-1 Bright outlook for steel Indicates that the company will 
continue to do well. 
Hazel-Atlas Glass.......... 6.55 6.50a 7.992 117% 100 117 6.56 A-2 Apparently intends to distribute virtually all earnings to 
stockholders. 
Household Finance........ 7.04 3.39 3.59 73 57%, 64 2.75 B-3 _ Earnings for the half year almost cover full annual div. of $4, 
SUD CIDE, «25550500. 5. es 0.96a 1.46a 43% 36 40 0.25+ .... Netasset value as of June 30 was $40.18 a share. 
Libbey-Owens-Ford....... 4.14 2.04 2.25 79 58% 68 3.00 A-1 September dividend was $1.50 compared with 75 cents 
paid three months previously. 
Liquid Carbonic. .......... 3.16e 0.87f 1.50f 26% 25 24 1.95 A-2 Business is highly seasonal, the three months ending Sep- 
tember being the best quarter. 
* Owens-illinois Glass... .. . 3.80 3.42a 4.46a 1033, 821 97 2.50 A-1 August dividend was $1, compared with 75 cents in May. 
___ Analysis on page 602. 
Pittsburgh Screw & Bolt..... 0.72 0.35 0.69 20 12 _14 0.30 A-2 _ Earnings appear to warrant more than 15 cents quarterly. 
Procter & Gamble.......... ee 2.39a 4.07a 6512 551% 60 2.25 B-2 Year to June, last, was the best in the company’s history. 
ROTI. 5.0.0.0.0550055055 0.20 0.01 0.22 12%, 7¥% 0. xx B-2 Earnings gain sharply; further improvement expected. 
Reynolds Metals........... 1.97 0.811 ___ 1.62 30%, 22% 25  ~—0.75 A-2 Issues additional common stock for working capital. 
‘Sutherland Paper........... 2.54 1.37 1.71 39% (31 33, =— 0.80 ~=A-2 Earnings more than double a 40-cent quarterly dividend. 
ae 1.47 1.08 0.57 16 103%, 11 0.25 A-3 Should pay another dividend before the year-end, 
eee Sa 3 CS despite sharply lower earnings, 
OS eee 4.84 2.37E 2.61E 8634 75 76 2.25 A-2 Earnings officially estimated are well in excess of a 75-cent 
—_—= quarterly dividend. 
Ce eee 1.71 0.89 def 34% 1514 16 B-3 Has been hard hit by increased costs and labor trouble. _ 
Wrigley (Wm., Jr.)......... 4.19 1.75 2.22 16 655% 69 3.00 B-2 May pay more than $4 this year. = 








*—In our opinion, the more attractive profit opportunities. 


E—Estimated. 
f—Nine months to June 30. 


¢—Year to Oct. 31. d—Six months to April 30. e—Year to Sept. 30. 


*—Plus extra in stock. 


t—On present stock. a—Year to June. ~~ 24 | weeks. 
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Investments for Ineome 


and Price Appreciation 


Four Conservative Issues With Yield 


of First Importance — Three Stocks 


With Dynamic Earnings Possibilities 


lee seven issues which comprise this discussion are 
divided into two groups. One group was selected on 
the basis of sustained earning power and the prospect 
of dependable and generous dividends—in short, issues 
of investment calibre. The four stocks in this group 
are United Fruit, Bower Roller Bearing, Owens-Illinois 
Glass and May Department Stores. The other group 
was selected on the basis of prospective earning power 
and is made up of companies which have yet to record a 
full measure of earnings recovery. These issues, frankly 


' speculative in character but having promising prospects, 


are Revere Copper & Brass, Glenn L. Martin Co., and 
Black & Decker Mfg. Co. 


Bower Roller Bearing Co. 





Although not a large com- 
pany, the Bower Roller Bear- 
ing Co. ranks as one of the 
principal manufacturers of 
roller bearings, supplying 
more than 150 industrial or- 
ganizations. The automobile 
industry, however, is by far 
the largest outlet, the com- 
pany including among its cus- 
tomers Ford, Chrysler and 
General Motors. International Harvester is another im- 
portant customer. 

The growth of the company’s earnings has been par- 
ticularly pronounced in recent years and last year’s net 
profit of $1,069,925 was the largest in its history, and 
compared with $838,502 in 1935 and $240,986 in 1929. 
Even in 1982, the company showed net profits of nearly 
$160,000 and paid $107,865 in cash dividends. In 1935 
Bower Roller Bearing paid a 20% stock dividend and 
at the present time there is only a single class of stock 
outstanding, in the amount of 300,000 shares. 

Net profits last year were equivalent to $3.56 per 
share on the stock, compared with $2.80 per share 
earned in 1935. Earnings recorded a further moderate 
gain in the first half of the current year, having been 
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equivalent to $2.47 a share, as against $2.01 a share in 
the first six months of 1936. Financial position is com- 
fortable and the company would appear to be in a posi- 
tion to pursue a liberal dividend policy. Recently a 
quarterly dividend of $1 was declared compared with 
50 cents paid in the two previous quarters. It is prob- 
able that dividends for the full current year will total 
at least $2.50 a share. 

Affording a potentially generous yield, the shares, at 
34, are selling at less than ten times 1936 earnings, an 
appraisal which appears to be unusually conservative, 
in the face of the excellent record of earnings shown in 
recent years, even if ample allowance is made for the 
possibility of less conspicuous gains from this point on. 
The shares were recently listed on the N. Y. Stock Ex- 
change. 





United Fruit Co. 
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UNITED FRUIT The business of United 
TT Fruit Co. is primarily that of 
| i | | raising bananas. This popu- 

; | lar fruit has enabled the com- 

pany to create a virtual in- 
dustrial empire in the Ameri- 
if can tropics, and its activities 
embrace a wide variety of 
fields. In 1936, the company 
had 108,815 acres of land, 
mostly in Central America, 
planted with banana trees. In Cuba and Jamaica the 
company had 98,535 acres of sugar; cacao acreage 
totalled 50,648, which, with land utilized in raising 
cocoanuts, miscellaneous products, pastures, etc., there 
was a total of 435,739 acres of improved property. In 
addition, 1,500 miles of railways were owned; a fleet of 

87 ships, aggregating 398,744 gross tons are owned by 

United Fruit and last year this fleet was augmented by 

nine ships chartered from other owners. During the 

year the fleet made 1,279 round trip voyages, covering 

5,167,730 nautical miles, carrying 52,604 passengers and 

886,831 tons of general cargo in addition to transport- 
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ing fruit and other products. In 1936 the company pro- 
duced nearly 53,000,000 bunches of bananas, of which 
about 65% were sold in the United States and Canada, 
the balance having been disposed of abroad. Sugar pro- 
duction totalled 736,552 bags and sugar refinery opera- 
tions were conducted on a large scale by a subsidiary, 
the Revere Sugar Refinery Co. Tropical Radio Tele- 
graph Co., another subsidiary, enjoyed a substantial in- 
crease in business in 1936. 

In 1932, when the company’s earnings reached their 
low point of the depression, profits totalled $5,707,000, 
or $1.95 a share on the 2,925,000 shares of capital stock. 
Earnings recovered vigorously in 1933 and 1934, having 
been equal to $3.15 and $4.11 per share respectively, but 
in 1935 profits were restricted by tropical storms and 
floods with the result that net declined to $10,539,222, 
or $3.54 a share. More normal conditions and enlarged 
sales last year lifted profits substantially when net in- 
come of $14,176,996 was equivalent to $4.84 per share. 
Dividends, including a “special” $1.25 aggregated $4.25 
a share. 

Financial position of United Fruit is practically im- 
pregnable. At the end of last year current assets, in- 
cluding over $45,000,000 cash and United States Govern- 
ment securities, amounted to $59,695,139, while current 
liabilities were $10,681,411. The company is indebted 
to the United States Government for a loan obtained 
under the Merchant Marine Act of 1928, in the amount 
of $7,189,187, the loan having been reduced by the 
amount of $1,140,187 last year. 

The company has officially estimated net income for 
the first six months of this year at $7,592,000, before 
taxes, comparing with an estimated profit of $6,878,000 
in the corresponding period of 1936. While these esti- 
mated figures are subject to year-end adjustments, it 
would appear fairly certain that the company will show 
at least $5 a share for the full current year. Divi- 
dends, which are being paid at the rate of 75 cents 
quarterly, in all probability will be again augmented by 
a generous extra payment. Selling at 77, the shares of 
United Fruit offer a dependable income-producing me- 
dium with possibilities of moderate price appreciation 
with any further improvement in earnings. 





Owens-Illinois Glass Co. 


With a _ background of 
consistent earnings and 
steady growth, Owens-Illinois 
Glass Co. has firmly estab- 
lished itself as the largest pro- 
ducer of bottles and glass 
containers in the United 
States. On the alert for new 
opportunities, the company 
has enlarged the scope of its 
activities to embrace the 
manufacture of tin containers and the development of 
new industrial uses for glass, notably glass bricks and 
glass insulation. Experimental developments are being 
carried on in the manufacture of fiber-glass tape, fiber 
filter cloth and various forms of glass textiles, including 
clothing in all forms. The Libbey-Glass Co., acquired 
late in 1935, manufactures a complete line of thin blown 
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tumblers and stemware. This year plans call for th 
expenditure of $20,000,000 for increased plant capacity 
funds for this purpose having been raised by the gh 
of additional stock in 1936 and, more recently, $15. 
000,000 in 314% debentures. 

Always a consistent money-maker, Owens-l]linojs 
Glass Co. in 1932 showed a net profit of $2,067,886, o 
the equivalent of $1.62 a share on the outstanding stock 
at that time. Since 1932 earnings have increased nearly 
five-fold and last year net profits were the largest in the 
company’s history, amounting to $10,099,131, equal to 
$7.59 a share on the outstanding 1,330,602 shares of 
stock. 

Early this year the par value of the stock was r. 
duced from $25 to $12.50 and two new shares were js. 
sued for each share of old stock, bringing the total out. 
standing to 2,661,204 shares. 

The vigor with which the company’s market has ex. 
panded is well exemplified in the statement of opera- 
tions covering the twelve months ended June 30th, last, 
Sales for this period, totalling $91,231,989 recorded an 
increase of 38% over sales for the corresponding period 
of 1936. Moreover, the increase in profits was almost 
as great. Net income of $11,956,194 shown in the later 
period was 36% larger than in the 1936 period, and 
applied to the outstanding stock was equal to $4.46 a 
share. Following the split-up, a dividend of 75 cents a 
share was paid on the new stock and more recently 
this was increased to $1. On the basis of recent 
earnings, a $4 annual dividend could be readily sup- 
ported. 

The combination of favorable elements to be found 
in Owens-Illinois Glass has accounted for substantial 
enhancement in the value of the company’s shares. 
While it is to be conceded that the shares are not par- 
ticularly undervalued at prevailing levels around 99, 
nevertheless, they would appear to possess the necessary 
attributes of a sound common stock investment. 





Black & Decker Mfg. Co. 





The nature of the activities 
in which Black & Decker Mf. 
Co. engages is such that the 
. company’s sales and _ profits 
are subject to unusually wide 
variations. The most profit- 
| able years are likely to be 
| those in which industrial ac- 
| tivity is increasing and plants 
are being expanded. 

Black & Decker manufac: 
tures a fairly extensive line of portable electric tools and 
gauges, including electric drills, hole saws, screw-drivers, 
hammers, grinders, sanders, planers, polishers, valve re- 
facers, etc. Sales offices, repair and service stations, 
are maintained in twenty districts in the United States 
and Canada, and in London, Paris and Australia. Some 
measure of the wide swings likely to occur in the com- 
pany’s sales is afforded by the fact that in 1932 only 
10,130 units were sold, compared with 33,410 in 1931. 
Since the former year, however, sales have risen sharply 
and for the fiscal period ended September 30, 1936, 
the company estimated that it produced over 75,200 
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During the period 1931-1933, inclusive, the com- 
d at a deficit, necessitating the omission 

of preferred dividends in 1931. In 1934, profits im- 
proved substantially. Early in 1935 preferred divi- 
jends were resumed and all arrears were paid up on 
Yfarch 31, 1936. Late last year the company sold 60,909 
jdditional shares of common stock, utilizing the pro- 
weds to retire all of the 8% preferred stock. Giving 
fect to this financing, capital structure consists solely 
of 365,457 shares of common stock. 

Based on the number of shares outstanding at that 
ime, net income for the fiscal year ended Septem- 
per 30, 1936, totalling $898,240, was equivalent to 
4974 per share on the stock, comparing with $1.36 
and 82 cents a share earned in the 1935 and 1934 fiscal 
years, respectively. The most recent earnings statement 
covers the nine months ended June 30, last, for which 
period net sales totalled $4,568,201, against $3,393,000 
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hie in the corresponding period of 1936. Net profit of 
ded « $765,039 was equal to $2.04 a share on the stock now 
,f outstanding. Net in the same period a year ago was 
sc equal to $1.73 a share on a smaller amount of stock. | 
ile Dividends have aggregated 75 cents this year. With 
dani yams likely to exceed $2.50 a share, a sizable extra is 
4.46 5 likely to be paid prior to September 30th, the close of 
ies the company’s current fiscal year. 
itiily The shares are not the type of issue best suited for 





long term investment, but at this stage of the recovery 
cycle they may be conceded promising speculative pos- 
sibilities. Recent quotations around 27 are about ten 
points under the 1937 high and at these levels the shares 
appear attractively priced. 





recent 
y Sup- 






found 
‘antial 
hares, 
t par- 
d 99, 










Revere Copper & Brass Inc. 
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Revere Copper & Brass is 











































































— g rated as one of the largest 
a manufacturers of an exten- 

z sive line of copper, brass and 

Co, 440 bronze products, — utilized 
ais r chiefly by such industries as 
= 2 the automobile, electrical 
the . equipment and building. Last 
JFMAMJJA year, taking advantage of im- 

rots proved earnings and market 
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conditions, the company ef- 
fected a number of changes in its capital structure. A 
6% bond issue was refunded through the issuance of 
$9,200,000 414% first mortgage bonds and last Novem- 
ber stockholders approved a plan designed to eliminate 
accumulated preferred dividends. Each share of $7 pre- 




















4 ferred was offered 1-1/3 shares of new $5.25 preferred 
- stock and out of a total of 95,176 shares of 7% preferred 
es B stock, 66,831 shares took advantage of the exchange 
TE offer. Total accumulations on the 7% issue amount to 
Ons, # $3.25 and it is expected that these accumulations will 
ates BH be eliminated and the remaining shares called for re- 
me # demption prior to the current year-end. As of March 
ea 31, last, the company had outstanding 513,260 shares of 
“| Common stock, ahead of which were 229,625 shares of 
"4 $4 convertible class A stock. The latter is convertible 
“ into two shares of common stock. 

om In 1934 Revere Copper & Brass had a profit in excess 





of $1,000,000 but in 1935 earnings slumped again and 
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net totalled only $425,555. Last year, with the benefit 
of a substantially larger sales volume and more stable 
prices, net rose to $2,023,807, the largest since 1929. 
Earnings last year, after allowing for dividend require- 
ments on the remaining shares of 7% preferred as well 
as dividends on the new $5.25 preferred and the $4 class 
A stock, were equal to 80 cents a share on 490,460 shares 
of common stock, exclusive of 20,833 shares held in the 
treasury. The uptrend in profits was maintained in 
the first quarter of the current year when net income 
of $1,414,712 was the largest for that period in the 
company’s history, and compared with net of $234,769 
in the initial three months of 1936. The gain in the sec- 
ond quarter, however, was in all probability less con- 
spicuous, mainly as a result of the company setting 
up larger reserves for the purpose of adjusting inventory 
values to conform with the lower prices of copper. More- 
over, it is probable that the earlier months of the year 
reflected a sizable volume of forward buying, a condi- 
tion which may not again prevail in subsequent months 
unless copper prices again display signs of running away. 

Earlier this year the company planned to sell an addi- 
tional block of 46,000 shares of class A stock but this 
financing has been been temporarily postponed. 

The character of the company’s capital structure is 
such that a considerable leverage factor is present and 
this is apparent in the rapidity with which per-share 
earnings have risen. With the possibility that the com- 
mon may earn as much as $5 a share this year, it would 
appear to possess interesting speculative possibilities. 





May Department Stores 
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MAY DEP'T. 
STORES 





Although the company does 
not publish interim reports, 
it is fair to assume that earn- 
ings of May Department 
Stores this year are continu- 
ing the pronounced upward 
trend evidenced since 1932. 
The company’s system com- 
prises six units, located in as 
many cities—Akron, Balti- 
more, Cleveland, Denver, 
Los Angeles and Buffalo. Sales have reflected, with in- 
creasing effectiveness, the impetus of rising purchasing 
power and this year particularly, the benefit of increased 
payrolls and more sustained employment should be ap- 
parent in such important industrial centres as Cleveland, 
Akron, Baltimore and Buffalo. 

For the fiscal period ended January 31, last, sales 
recorded a sharp increase and the net total of $101,754,- 
865 was the largest since 1930 and compared with $89,- 
277,765 in the preceding fiscal period. Net profits for 
the most recent period amounted to $5,070,458 and were 
equal to $4.12 a share on the outstanding capital stock. 
This compared with $3,463,153, or $2.81 a share in the 
fiscal period ended January 31, 1936. 

Aside from real estate mortgage indebtedness of sub- 
sidiary units, totalling $5,778,100, the outstanding 
1,230,396 shares of stock comprise the entire capitaliza- 
tion. Current assets at the end of last January in- 
cluding almost $7,000,000 in cash and Government se- 
curities, amounted to $33,- (Please turn to page 628) 
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CONTAINER 


CORPORATION 





All Industries 


Are Its Customers 


Earnings Reflect Increasing Demand 


BY C. HAMILTON OWEN 


ste year Container Corp., of America celebrated its 
tenth anniversary. Young as the company was when 
all industry became bogged down in the depression, 
Container Corp., nevertheless, was able to cope with 
the depression in a manner which would have reflected 
credit upon a more seasoned organization. As a conse- 
quence, the company emerged from this period of indus- 
trial trial with finances unimpaired, capitalization 
strengthened, and holding indisputable leadership in its 
field. In the first six months of this year, the company 
earned more money than in any first half year in its 
history and business booked and earnings recorded in 
the months of March, April and May broke all previous 
records. 





Highlights of Container Corp. of America 


OPERATIONS 
PRE Ct eic con oh baked buss vin dedueb ace 8 
a SOS Sra eee a 5 
en RMN NOS MOMCOS. 5 5 os o.s sco sc csccce ves 15 
SITES MUI BDS 5 0 co once cnc ccccsesivsece 3 
ee se as okies hkiw bas sees in 1 
REED ei bona sng acce cb ebws ice easewe $22,525,268 
RPomeoge progaced, 1926 ....... 0 cc cceccccccccs 428,627 
PORMORMEDONE, TURD c6 snows cnes cebu sede sce 441,086 
FINANCES* 
IEE ooo asain ces seadecnsseescssteee ee $6,629,500 
Sts oni wig tsa alco s Mw baie emwone 8,285,081 
TERS. Coys sé cidinekccaskneaddoes 3,286,242 
NEN oo 25s ia soci sin GSA aS Oe om 4,998,839 
OEE EER IEOMIBED 2 o.oo ecw ccusncdeassswss 780,056 
MIN SE eS ecg a te ae 28 
EARNINGS PER SHARE 
SESE RS St Sts esc se acess Snes sane ceeee hans $0.22 
PREM ECE cheese cick cu chkGuckucseecests vase 1.70 
SePPEESS CS hohe sneha seas ckksweckkseabade 1.89 
EER ee enn occa viohweeabexiohw ie 1.97 
be ee) 0.74 
oe) 1.69 


* As of June 30, 1937. 
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Container Corp., is the nation’s largest manufacturer 
of paperboards, of which there are a wide variety, most 
of which, however, are used in various forms and com- 
binations in the production of paper boxes, cartons, 
packages and shipping containers. So phenomenal has 
been the growth of this division of the paper industry 
during the past ten years, that paper board has be- 
come the most important single product, accounting 
for more than 40 per cent of the total output of paper. 
Some idea of the scope of paper board consumption is 
suggested by the fact that there is hardly a manufac- 
turing industry which does not use paper shipping con- 
tainers, to say nothing of the host of manufacturers 
whose products are marketed in some form of paper 
box or carton. In fact the paper container has come 
to play an important role in the creation of successful 
merchandising policies and the designing of packages 
with a view to presenting merchandise to the consumer 
in the most eye-appealing manner has become a business 
in itself. In short, paperboard in its finished form has 
become an indispensable commodity by virtue of its 
low cost, reduced bulk, durability and display possi- 
bilities. 

When the possibilities for the paperboard industry 
were clearly foreseen in the late ’20’s, the expansion of 
manufacturing facilities proceeded with great rapidity 
to a point where the lessened demand which accom- 
panied the depression failed to support productive ca- 
pacity and there ensued a period of chaotic price cut- 
ting. During the past several years, however, the 
internal position of the industry has undergone consid- 
erable strengthening through the elimination of many 
smaller paperboard manufacturers and an increasing 
concentration of productive capacity in the larger and 
more strongly financed units. Demand for paperboard 
has kept pace with general business recovery and manu- 
facturers have been able to advance prices sufficiently 
to offset rising costs and maintain a satisfactory margin 
of profit. 
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In its 1936 report Container Corp. 
informed its stockholders that it had 
about 8,000 actzve customers on its 
hooks. Even more noteworthy, how- 
wer, is the fact that a roster of these 
«stomers would practically amount 

to a cross-section of all industry. 

(sers of paperboard, in one or more 
forms, include the manufacturers of 
practically every item to be found in 
the average large department store 
and in addition are included such a 
wide range of products as automobile, 
heer, Whisky and liquors, bicycles, 
baby carriages, textiles, tobacco prod- 
ucts, motor oil, refrigerators, sport- 
ing goods, luggage and even caskets. 
Obviously there can be but a few im- 
portant industries which are not ac- 
tive or potential customers of Con- 
tainer Corp. 

In a considerable measure, there- 
fore, the fortunes of the company are 
closely linked with those of general 
business. Yet there can be little 
doubt that it made a much better 
showing during the depression than 
many of its customers, an achieve- 
ment which, without distracting from 
the ability of the management, re- 
fects the more sustained depression 
demand from customers manufactur- 
ing consumers’ goods such as cigars, 
cigarettes, food, pharmaceuticals, soap 
and cleaning powders, clothing and 
shoes. Included among the com- 
pany’s customers are such large proc- 
essors of nationally-advertised prod- 
ucts as National Biscuit, Procter & 
Gamble, Quaker Oats, American Sugar and Borden. 
The volume of paperboard containers required for the 
distribution of consumers’ goods is unlikely to vary 
greatly between good times and bad. 

Since 1933, there has been a vast new market created 
for shipping and packaging containers by the legaliza- 
tion of beer, whisky and other alcoholic beverages. A 
recent display showed more than forty different brands 
of beer packed in solid fibre cases manufactured by 
Container Corp. Unquestionably the record-breaking 
volume of sales and earnings in the first half this year 
reflects the importance of this comparatively new outlet. 
The greater ease in handling and storing, as well as the 
reduced shipping weight of paper containers utilized for 
beer and kindred beverages give them a decided advan- 
tage over the wooden containers formerly used, even if 
allowance is made for longer life-of the latter. 

In a business characterized by vigoro.. competition, 
considerable importance attaches to the location of a 
company’s plants in relation to its principal markets, 
and the facility by which it is able to serve the needs of 
its customers. In this respect, Container Corp. appears 
to be particularly well situated. 

The company operates eight paper mills located with 
particular regard both to the supply of raw materials 
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Containers being convolutely formed on specially shaped mandrels. 


and the company’s manufacturing units of which there 
are five located at key points in Massachusetts, Penn- 
sylvania, Ohio, Indiana and Illinois. <A total of fifteen 
branches and sales offices are maintained throughout the 
East and Middle West, a territory encompassing the 
most important manufacturing and industrial activities 
in the country. 

Chicago is the principal gathering point for the com- 
pany’s raw materials, which include groundwood pulp, 
waste paper, straw and cheap rags. Also at Chicago 
are located two paperboard plants and two converting 
factories, one turning out solid fibre and corrugated 
shipping cases, the other, folding cartons. There is 
also a large plant engaged in collecting sorting and 
baling waste paper. In Anderson, Indiana, the company 
has a plant producing corrugated paper shipping con- 
tainers and this location affords economical distribution 
to leading industrial centers in Indiana and Michigan. 
Other plants in Indiana include one for manufacturing 
strawboard, and a leased plant at Wabash producing 
a wide variety of paperboards. In Cincinnati, there is 
a large paper mill as well as a fabricating plant and a 
large strawboard mill is operated at Circleville, O. In 
the East, a unit at Natick, Massachusetts, producing 
paperboard shipping cases gives the company access 
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economical production and increased sales volume. 

Mention has already been made of the manner jp 
which the company fared during the depression. ts 
showing, however, from the standpoint of stockholders 
might conceivably have been much better had not the 
company been handicapped by a rather unwieldy capj. 
talization. In addition to funded indebtedness of some 


$9,500,000 in 1930, there were outstanding 20,700 shares 
of $7 preferred stock, 373,555 shares of class A and 
578,189 shares of class B stock. 

Operating income, which totalled $2,598,000 in 1998, 
declined about $1,000,000 through 1930. In 1931, how- 
ever, operating income was less than $500,000 and the 
company in that year showed a deficit of $327,549 after 
fixed charges. In 1932 an operating loss of $69,000 was 
reported and the deficit after fixed charges amounted to 
$844,477. At the same time depreciation allowances jn 
these two years aggregated more than $1,600,000, so that 
actually these deficits did not represent “out of pocket” 
losses. 

Preferred dividends were passed in 1931 and by 1935 
accumulations had mounted to $33.25 a share. Earnings 
scored a sharp recovery in 1933, and in 1934 operating 
income exceeded the 1928 level. With the benefit of 
further recovery progress in 1935 the company was able 
to liquidate all back dividends on the preferred stock 








F the 
factur 
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and late in that year stockholders approved a reclassifi- _ 
cation of the various stock issues. he tre 
Each share of preferred stock was exchanged for five = 
shares of new $20 par common, class A shares were 9” am 
Press and dryer sections on the largest paperboard cylinder given one share of new common and class B stock was ie 0U 
machine in the world—Philadelphia plant of Container Corp. exchanged for two-fifths of a share of common. = 
Between the years 1930 (Please turn to page 626) ni 
to the important New England industrial markets. In 
Philadelphia, the company operates the largest single 
paperboard mill in the world, supplying materials to : 
printers, binders, set-up box manufacturers, folding car- ER Cae The 
tons, tube and can manufacturers, producers of shipping : : eat made 
cases and many other manufacturers. A large plant a. point 
engaged in reclaiming waste paper is also located in af : : for hai 
Philadelphia. : na, eT ign ge Some 
Early this year construction was started on a new 4 RRR 3 sugges 
$2,500,000 kraft sulphate pulp plant in Fernandina, 4 "os @ : cranes 
Florida, accessible to large tracts of Southern pine. For eo ” grain 
the present the capacity of this plant will be limited to PRE: os é coal ti 
40,000 tons of pulp annually, but it will be laid out in en ET. recent 
such a manner that two additional units may be added , sy $ coals 
whenever necessary. Last year Container Corp. con- a ae A | to aff 
sumed 32,031 tons of kraft sulphate pulp, the bulk of ae : tah. notwi 
which was imported from Scandinavian countries. With ERS, : heatir 
the new plant in operation, it is estimated that a savings : Th 
of more than $20 a ton will be possible and the company a ee -€ it na 
will protect itself against possible tariffs or any inter- a indus 
ruption in its source of supply of an important raw ; = na Go | resist 
material. : ie . ae feat 
Completing the company’s integration, is a sizable; x re ment 
research division engaged in exploring new methods of mi Brine eas has { 
manufacture, as well as designing new products. In 4 .-§: equi 
New York City a permanent exhibition is maintained . CAE St She . teres! 
where customers may examine hundreds of types and - bees at a sl in pc 
designs of paperboard containers and all of the latest ve is be 
packaging ideas may be compared. This phase of the place 
company’s activities has played a vital part in its growth, 75.45, pales of straw in enormous stacks—part of Container = 
contributing in an important degree both to more Corp.'s reserve for the manufacture of straw paper. ly he 
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|; the eight plants operated by Link-Belt Co. are man- 
iactured products which are extensively used through- 
ot the world by practically every major industry. 
Broadly described, these products include a wide variety 
{devices for handling materials mechanically and for 
ihe transmission of power from one shaft to another. 
driginally, the company’s activities were confined to 
the manufacture of chain link belts and this phase of 
the business has been steadily expanded to include 
practically every type of chain utilized in power trans- 
nission. This division is understood to contribute 
about one-fifth of the total business. 















Broad Line of Products 






The company’s greatest progress, however, has been 
nade in the development of conveying machinery to a 
pint where it is able to supply a wide range equipment 
fr handling almost any kind of material or commodity. 
Some conception of the scope of industries served is 
suggested by the fact that products include, locomotive 
cranes, gasoline crawler cranes and shovels, car dumpers, 
sain car unloaders, speed reducers, oil pumping units, 
coal tipples and sand and gravel washing plants. More 
ently the company’s line has included an automatic 
cal stoker for residential use. The latter is believed 
to afford a particularly promising field for expansion, 
wotwithstanding the strong competition of oil and gas 
heating units. 

The nature of Link-Belt’s business is such that while 
i naturally is sensitive to the fluctuations of general 
industry, the company is in a position to more strongly 
sist adverse conditions by virtue of the cost-saving 
atures which it is able to demonstrate for its equip- 
ment. It is to be assumed that if a potential customer 
tas the wherewithal to purchase new machinery and 
equipment, that he would be as much if not more in- 
terested in increased efficiency and labor-saving devices 
poor times, as would be the case when his business 
8 booming. The trend of events in recent years has 
laced considerable emphasis on the necessity of cutting 
manufacturing costs, a condition which quite apparent- 
ly has afforded considerable impetus to the demand for 
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In a Rising Profit Trend 


Faces Wide Demand for its Products 


BY STANLEY DEVLIN 








The company has not neglected 
this opportunity and has been active in improving and 


Link-Belt products. 


expanding its line. During the past year such new 
products were introduced as the Motorized Reducer, 
Worm Gear Reducer, Shafer Anti-Friction Bearing, a 
self-lubricating oil chain, the Speed-o-Matic hydraulic 
system of effortless control in the operation of shovels, 
cranes and draglines, and the Roto-Louvre Dryer. 

In addition to plants located at various points in the 
United States and Canada, the company operates its 
own malleable iron, gray iron and steel castings plants 
supplying a sizable portion of its requirements. Sales 
offices, service stations and warehouses are maintained 
in the principal cities of the United States, and there 
are three sales offices in Canada. This year plans call 
for the expenditure of $700,000 for re-tooling, buildings 
and equipment. 

With its fortunes closely linked with the durable 
goods industries, it was hardly to be expected that Link- 
Belt would emerge unscathed from the depression. 
Nevertheless, a deficit was suffered in only a single year, 
1932, the worst of the depression years, and _ this 
amounted to less than $1,000,000, after depreciation. 
Financially, the company was well prepared for these 
lean years and was able to maintain intact its record 
of uninterrupted dividends dating back to 1907. The 
lowest annual dividend received by stockholders was 
in 1934 when aggregate payments amounted to 40 cents 
a share. 


Sales on the Uptrend 


Sales, which in 1932 were less than $7,000,000, not too 
bad incidentally, have since risen rapidly and last year 
reached the impressive total of $20,789,475, the best 
since 1929, although still about $6,000,000 under that 
year. Net income last year, after all allowances in- 
cluding surplus undivided profits taxes, amounted to 
$2,221,376, as compared with $1,092,360 in 1935. Thus 
far this year sales have been running at a rate to sug- 
gest the imminent possibility that they may reach a 
new high level. Net sales for the first six months 
totalled $13,163,792 and net (Please turn to page 632) 
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ANACONDA — KENNECOTT 





Two Leading Copper Companies 


Compared 


BY STEPHEN VALIANT 


— Anaconda Copper Mining Company is the 
largest producer of copper in the world, the value of its 
copper production has been equal to only about 34 per 
cent of total sales income from mining, smelting and 
fabricating of metals during the past ten years. Kenne- 
cott, second largest producer, in spite of lower average 
per share production of the red metal, nevertheless pro- 
duced copper with a value equal to about 64 per cent 
of its gross income from mining, smelting and fabricating 
operations. The widely different relationship between 
the value of copper production and sales of these two 
concerns cannot be fully explained from the somewhat 
incomplete data which the companies have published 
relative to operations and finances. An attempt to 
fathom this question, however, throws some highly in- 
teresting sidelights on the comparative position of the 
companies and on their earnings potentialities, under 
conditions prevailing at present. 

Anaconda’s relatively smaller proportion of gross in- 
come from copper production is due primarily to its 
more extensive fabricating interests (including Amer- 
ican Brass Co., the world’s largest fabricator of copper 
and brass products), its large volume custom smelting 


and refining activities and, to a lesser degree, its pro- 
duction of zinc, lead and precious metals. The degree 
in which all these activities have contributed to net 
profits, apart from copper production, however, is not 
readily calculable. Zinc, silver and gold production is 
largely obtained as a by-product from copper mining 
operations and the value of these recoveries is charged 
against copper production costs. However, the potential 
production of such metals is worth at least $10,000,000 
at current prices or a sum equal to better than $1 a 
share, which is net profit in the sense that no production 
cost is charged against its recovery. In a general way, 
it is apparent that during the depression practically all 
of the net profits realized were earned in the operation 
of the fabricating plants, since indicated copper produc- 
tion costs would not have been covered by the depres- 
sion prices for copper. 

Kennecot Copper is also an important copper fabrica- 
tor, through its subsidiary Chase Brass and Copper Co., 
although the total capacity of its fabricating plants is 
sufficient to take only about half of its potential domes- 
tic copper production. Recoveries of precious metals 
and industrial metals other than copper is relatively 





Anaconda Copper 





Gross Gross Copper Copper Valueof %of Gross % Operating Earnings nag sneer Price Earnings Ratio 
Sales Sales Production Production Production Sales Contrib. Income to er Liability § —  ——__~_—_—_—_—-- 
(000 omitted) PerShare (O000mitted) Per Share Per Share by Cop. Prod. Gross Sales Share (ratio) At High At Low 
1936 $160,883 $18.52 552,808 Ibs. 63.8 Ibs. $6.05 32.8 19.3 $1.83 5.4 48.9 19.1 
1935 127,679 14.75 517,944 59.6 5.16 35.0 21.4 1.29 7.6 23.2 6.2 
1934 ; 99,150 11.40 393,644 45.4 3.82 33.5 17.2 0.22 1.0 80.6 45.4 
1933 72,702 8.26 299,492 34.6 2.44 29.5 6.9 d0.79 1.2 see 
1932 Pee 52,296 6.04 238,636 27.6 1.53 25.4 aha d1.94 1.2 
1931... 96,388 11.10 468,455 53.9 4.38 39.5 6.7 d0.37 1.6 ara Byes 
| Sa 179,332 20.19 500,987 56.5 5.80 28.8 15.9 2.07 2.0 39.4 12.1 
o9R0... 305,752 34.62(1) 802,519 91.0(1) 16.10(1) 46.8 26.8 7.83(1) 2.3 22.4 8.6 
1928 Sore 249,084 68.20 617,501 169.0 24.60 36.1 13.7 7.69 2.1 15.7 7.0 
1927... 193,359 64.40 495,276 165.0 21.30 33.1 11.1 3.37 3.6 18.0 12.2 
1© year average... 153,662 25.75 488,726 76.6 9.12 34.0 16.0* 2.12 2.8 35.67 15.8) 
“—Based on 10 year total. i—7 Year average. (1)—After issue of rights. 
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smaller than that of Anaconda. Even 
though the per share production of 
Kenecott (in terms of both capacity 
and of the actual ten year average out- 
put in recent years) is lower than Ana- 
conda’s per share output, the plants as 
a whole are capable of more efficient 
operations during a period of reduced 
demand and a lower price for both cop- 
per and fabricated products. 
Confirmation of this observation is 
to be found in the per share earnings 
of the two companies as shown in ac- 
companying tabulations. Kennecott lost 
money in only one year of the depres- 
sion and even in that year (1932) the 
loss was limited to only 68 cents a 
share. Anaconda, on the other hand lost 
money in three depression years, losses 
ranging from 37 cents per share to $1.94 
a share during this period. The figures 
presented are for earnings before special 
write-offs to adjust inventories (and 


10 Year Average 
Gross Sales (000 omitted) . 


Current 
1936 Per Share Earnings... 
Earnings Gain 1935-1936. 


Before Depletion. 


Gross Sales Per Share... .. 
Copper Production (000 omitted)............... 
Copper Production Per Share....................... 
Value of Production Per Share...................... 
Percent of Gro:s Sales Contrib. by Copper............ 
Operating Income (000 omitted).................. 
Percent Operating Income to Gross Sales............. 
Earnings Per Share............... 
Current Assets to Current Liabilities......... 
Percent of Income Paid in Dividends................. 
Price Earnings Ratio at High......................... 
Price Earnings Ratio at Low............ ; 


Capacity Production Per Share...................... 
Current Price Earnings Ratio 
See 


*—Based on 10 year total. 


Comparison Table 


Col. 1 Col. 2 Percent of 
Anaconda Kennecott Col. 2 to Col. 4 
Be es Site ent sae $153,662 $66,201 43.0% 
RNS AS eee cot $25.75 $8.36 32.4% 
488,726 Ibs. 407,037 Ibs. 83.3% 
76.6 Ibs. 52.1lbs. 68.1% 
$9.12 $6.10 66.9% 
34.0% 64.2% 188.9% 
$24,749 $25,076 101.8% 
16.0*% 37.9*% 237.0% 
Pea sits Meibcaatad des $2.12(1) $2.75(1) 129.7% 
roe 2.8 7.5 267.9% 
99.4(1) 65.9(1) 66.3% 
35.6t 33.7 94.6% 
ree 15.87 16.7 105.7% 
bout eben. hi ains sapaelee’ $1.83(1) $2.36(1) 128.1% 
EE Oe ee ee 41.8% 93.4% 223.0% 
120 Ibs. 95lbs. 79.8% 
Ree ie cette a oma Mace 33.1 26.8 80.4% 
$60.50 $63.25 104.5% 


+—7 year average. {—8 year average. (1)—Based on Net Income 





before charges for depletion of ores in 
all years). Anaconda’s losses would 
kave been about $1.60 a share larger in these three years 
if inventory write-offs had been charged against earnings. 

It is also apparent, however, that high copper prices 
in themselves do not constitute an ideal condition for 
Anaconda. Average copper prices in 1931, when the 
company reported a share deficit, were about 8.12 cents 
a pound. This is only one half cent less than the aver- 
age price in 1935 and about a cent and a quarter a 
pound less than average prices in 1936, both profitable 
years. In addition to a reasonable price level for copper, 
Anaconda requires an active demand abroad, and a good 
rate of general industrial activity at home to maintain 
operations at a profitable level in the fabricating plants 
in order to display its maximum earnings potentialities. 
Under such conditions, the company has demonstrated 
its ability to show relatively greater per share results 
than Kennecott, as the earnings record from 1927 to 
1929 would show, if adjusted to present capitalization 
of both companies. 

As indicated by the price earnings ratios in the accom- 
panying table, investors and speculators have been quite 


alive to the relatively greater attractiveness of Anaconda 
during periods when general industrial conditions were 
good or on the uptrend, whereas what might be called 
the greater “investment appeal” of Kennecott appears 
to have been a sustaining market influence during peri- 
ods of general industrial recession. In addition to this 
broad generalization, there have been interesting shifts 
of speculative preference between the two issues in past 
years, as conditions alternately favored producers with 
predominant foreign interests and those of predominant 
domestic interests. 

Taking only copper production into account (as dis- 
tinguished from fabricating and smelting plants) Ana- 
conda is more dependent upon favorable marketing con- 
ditions for copper in the world markets than in the 
tariff protected domestic market. From two-thirds to 
three-quarters of Anaconda’s copper production is mined 
abroad and thus excluded from the protected market in 
this country. Kennecott on the other hand has approx- 
imately 70 per cent of its mining capacity in this country. 

When the domestic pro- (Please turn to page 631) 





Kennecott Copper 


Curr. Asset 





Gross Gross Copper Copper Value of % of Gross % Operating Earnings to Current Price Earnings Ratio 
Sales Sales Production Production Production Sales Contrib. Income to Per Liability —- 
(000 omitted) Per Share (000 omitted) Per Share Per Share by Cop. Prod. Gross Sales Share (ratio) At High At Low 

_.. eee $98,442 $9.14 578,943 Ibs. 53.7 Ibs. $5.08 55.7 39.4 $2.36 7.2 27.0 12.0 
4 ee ‘ 66,674 6.12 418,270 38.8 3.36 54.3 33.0 1.22 8.6 24.9 11.3 
934. .... ; 53,593 4.98 393,223 36.5 3.08 61.8 34.4 0.53 9.6 43.5 30.2 
| es 39,818 3.66 312,988 29.0 2.04 55.6 22.7 0.21 10.1 eas anaes 
ae 23,095 2.21 165,072 15.8 0.86 38.9 seve d0.68 11.5 stot seats 
eee ; 48,501 5.16 363,806 38.8 3.15 61.0 16.1 0.41 8.2 76.8 23.4 
eer 72,211 7.70 346,116 36.8 3.79 49.4 28.6 1.66 5.2 37.8 12.1 
1929....... 110,205 11.71(1) 501,134 53.4(1) 9.50(1) 81.1 49.7 5.55(1) 3.7 29.1 26.6 
ee re 85,695 18.81 520,098 114.2 16.65 88.5 60.2 10.03 3.9 15.5 8.0 
ee 63,777 14.10 470,716 104.1 13.48 95.2 52.9 6.23 7.3 14.5 9.6 
10 year average 66,201 8.36 407,037 52.1 6.10 64.2 37.9* 2.75 75 33.77 16.77 


*—Based on 10 year total. {—8yearaverage. (1)—After 2:1 split. 

















Significant Trends 


There has been a noticeable tend- 
ency of late on the part of several 
large companies undertaking new 
financing to place issues directly 
with private investors, such as in- 
surance companies. This method 
was followed by F. W. Woolworth 
with an issue of $10,000,000 3% de- 
bentures, Owens-Illinois Glass with 
a $15,000,000 issue and last June a 
group of five insurance companies 
took a $75,000,000 issue of 344% 
debentures from Socony - Vacuum. 
Inasmuch as insurance companies 
usually purchase bonds with the in- 
tention of holding until maturity, 
the issuing company not only saves 

‘the underwriting fee, but the ex- 
pense of registering with the SE C. 
. . . As the scheduled Fall upturn 
in business materializes, it is certain 
to be accompanied by a substantial 
rise in commercial loans to finance 
larger payrolls and higher raw ma- 
terial costs. As a result a substan- 
tial reduction in excess reserves ac- 
companied by a tightening in short 
term money rates is foreshadowed. 
. .. In 1936 the national birth rate 
dropped for the second consecutive 
year and was only one-tenth of a 
point above the all-time low reached 
in 1933. . . . World industrial pro- 
duction as measured by the output 
of ten leading nations engaged in 
international commerce was at the 
highest level in history during the 
first six months of this year. 
The previous peak was reached in 
June, 1929, and was exceeded tem- 
porarily last December, but each 
month since March last has bested 
the 1929 level. Farm income 
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For Profit and Income 
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from marketings in June amounted 
to $604,000,000 as compared with 
$587,000,000 a year ago, but this 
gain was nullified by a decline of 
$30,000,000 in Government pay- 
ments. 





Railroad Earnings 


The probabilities are that rail- 
road earnings from this point on will 
be more impressive than recent re- 
turns. Reflecting a slowing up in 
general business accompanied by 
reduced shipments of miscellaneous 
freight and coal, it is probable that 
aggregate gross revenues for Class 1 
railroads for July will be only slight- 
ly in excess of the total for that 
month a year ago. The elimination 
of surcharges this year has been a 
factor in restricting gains in gross, 
while heavy outlays for maintenance 
in the first six months prevented net 
operating income from reflecting a 
relative gain. There are already 
signs that maintenance is being ta- 
pered off and loadings and revenues 
will in the near future have the ben- 
efit of the heavy movement of crops 
and a large movement of inbound 
merchandise to agricultural areas. 





A Preferred with Possibilities 


Westvaco Chlorine $1.50 preferred 
stock is currently quoted around 30 
to yield 5%. In addition the shares 
are convertible into 1 1/10 shares 
of common stock of the company 
until September 1, 1938, and into 
one share of common until Septem- 
ber 1, 1940. The 192,000 shares of 
$1.50 preferred were sold about a 





year ago, and the proceeds used in 
retiring all of the company’s funded 
debt, 7% preferred stock and bank 
loans, thereby effecting an impor- 
tant saving in interest and sinking 
fund requirements. Last year West- 
vaco, engaged in the production of 
chlorine, caustic soda and other 
chemicals, reported a net profit of 
$626,009, equal after all prior 
charges and preferred dividends to 
$1.47 a share on 284,962 shares of 
common, and in the first six months 
of the current year net was equal to 
75 cents a share for the common. 
On the basis of these earnings, not 
only are dividends on the preferred 
stock being earned by an adequate 
margin, but current dividends of 25 
cents quarterly on the common are 
also well supported. 





Reduced Shoe Output 


Consumer resistance to higher 
prices, necessitated by increased 
manufacturing costs, has brought 
about a sharp curtailment in shoe 
production. Endicott-Johnson, a 
leading manufacturer, has recently 
reduced operations to a three-day 
week. The situation has been in- 
tensified by overproduction in the 
first six months of this year, com- 
ing as it did in the wake of record 
breaking output last year. Indica- 
tions are that the next month or 
two will witness a slowing up in pro- 
duction, although the industry as a 
whole may not curtail output as 
sharply as Endicott-Johnson. Re- 
duced output with larger sales this 
Fall may enable the industry to cor- 
rect a weakened statistical position. 
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Alleghany-Chesapeake 
Corp. Merger 


Considerable doubt sur- 
rounds the proposed merg- 
er of Alleghany Corp. and 
Chesapeake Corp. The 
terms of the merger have 
stirred up a veritable hor- 
net’s nest of criticism from 
such varied quarters as the 
New York Stock Exchange, 
the SEC, and more re- 
cently a group of stock- 
holders of Alleghany Corp. 
class A preferred were 
granted an injunction re- 
straining the merger. As a 
result the stockholders’ 
meeting to ratify the terms 
has been postponed. The 
proposed plan, according 
to the Court, did not make 
adequate provision for 
class A preferred stock of 
Alleghany Corp., the $33 
in back dividends having 
been ignored. The next 
step will probably be the 
formulation of a revised 
plan, pending which there 
is obviously no incentive 
to deposit any of the vari- 
ous securities involved. 





Heating Equipment 


For the first six months 
of this year sales of oil 
burners totalled 77,342 
units as compared with 
61,252 units in the same 
months a year ago, an in- 
crease of about 26 per cent. 
More recent reports, how- 
ever, clearly show a 
marked slowing up in new 
orders and inquiries, and 
whether this is merely a 
seasonal condition or the 
effect more restricted gains 





Niles-Bement-Pond. 


Developments in Companies Recently Discussed 


B. F. Goodrich. Net sales in the first six 


months set a new high record and in- 
creased 19 per cent over the same months 
last year. Net income of $3,510,697 was 
equal to $1.90 a share after preferred 
dividends, for the common stock, compar- 
ing with $1.47 a share available in the 
first half of last year. This year $500,600 
was allotted from earnings to establish 
a reserve against fluctuating raw material 
prices. 


Company's report for 
the seven months to July 31 discloses net 
income of $822,834, or the equivalent of 
$4.75 a share for the capital stock. In 
the same period a year ago, net available 
for the stock was equal to $2.23 a share. 
Unfilled orders totalled nearly $3,000,000, 
as compared with $1,990,283 the same 
time a year ago. 


American & Foreign Power. Recent weak- 


ness in the securities of the company re- 
flects concern over possible damage to 
properties in the Shanghai area. The 
company's subsidiary, Shanghai Power, 
serves nearly 2,500,000 customers in 
Shanghai and practically all of its proper- 
ties are located in the International 
Settlement. This subsidiary is credited 
with contributing about 20 per cent of 
parent company's annual gross revenues. 


Borg Warner. Action of company's shares 


marketwise is in marked contrast with most 
of the automobile accessory group, new 
highs having been established on several 
successive days recently. Earnings in the 
first six months were equal to $1.87 a share 
and for the full year the company may show 
as much as $4.50 for its stock. Reflecting 
the increasingly larger contributions being 
made to sales and earnings by non-auto- 
motive business (e.g., Norge refrigera- 
tor), it is estimated that the latter will 
amount to less than half the total gross 
this year. 


International Nickel. 


Radio Corp. 


American Chain & Cable. Net earnings in 


the first six months were at the highest 
level for that period in the company's 
history. Net income of $1,920,247 was 
equal after preferred dividends to $1.83 a 
share for the common. For the full year, 
the company may earn close to $4 a share. 


Caterpillar Tractor. No slowing up in the 


vigorous earnings gain is yet apparent. 
Net in July of $1,104,208 compared with 
$868,060 a year ago. For the twelve 
months ended July 31, last, profits totalled 
$11,907,525, as compared with less than 
$8,000,000 in the same period of 1936. 
Sales in the most recent twelve months 
period totalled $65,667,248, as compared 
with $47,477,945 last year. 


Earnings in the first 
six months of this year were at record- 
breaking levels. Net profit amounted to 
$25,914,352, an increase of 48 per cent 
over the $17,456,974 shown in the first 
half of 1936. Applied to the common stock 
these figures were equal to $1.71 and $1.13 
a share respectively. 


Montgomery Ward. Sales in the first six 


months of the current fiscal year totalled 
$203,825,772, an increase of $44,462,452, 
or nearly 28 per cent over last year. 
Gains may be less pronounced in August, 
but subsequent months should reflect the 
impetus of increased farm buying, as well 
as larger purchasing power in urban 
centers. 


Company's first six months 
were the most profitable since 1929. Earn- 
ings available for the common stock were 
equal to 22 cents a share, comparing with 
one cent a share in the first half of 1936. 
Prices of radio receiving sets have been 
advanced from 10 to 15 per cent and 
should contribute conspicuously to last half 
results. 








in new construction cannot be defi- 
nitely ascertained at this time. It 
is certain, however, that oil burner 
manufacturers are feeling the aggres- 
sive competition being offered by 
makers of automatic coal stokers 
and gas heating plants. Higher fuel 
oil prices have given the latter a 
convincing sales argument, which oil 
burner salesmen are refuting by 
stressing the higher installation costs 
of competitive equipment. Conceiv- 
ably, of course, it is also possible 
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that the Guffey Coal Act may have 
the effect of increasing the price of 
coal. In any event a strenuous com- 
petitive battle is foreshadowed. 





Eastman Kodak 


Following the company’s six- 
months report disclosing earnings 
in excess of expectations, shares of 
Eastman Kodak sold within less 
than two points of 200. Obviously, 
a blue chip which hasn’t faded. Net 


income available for the common 
stock was equal to $5.01 a share, 
more than $1 a share greater than 
was previously estimated, and com- 
pared with $3.51 in the same period 
a year ago. Observers who several 
years held the opinion that the com- 
pany’s field was more or less cir- 
cumscribed failed to reckon with the 
increasing popularity of photography 
as a hobby, considerable stimulus to 
which has been given by the suc- 
cess of several picture magazines. 
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THE BUSINESS ANALYST 





Jahing. the Pulso of. Business 


P RODUCTION and shipments of 
goods, as measured by the cus- 
tomary business indexes, are still 
maintained at a somewhat better 
pace than a year ago; but, for the 
most part, at the expense of back- 
logs accumulated during the Spring 
inflation boomlet. Owing chiefly to 
the resumption of operations by 
Ford, our per capita Business Ac- 
tivity Index has recovered to around 
100% of the 1923-5 average, or 6.5% 
ahead of last year at this time. 
Electric power output, check pay- 


ments, and the volume of money 
in circulation, on a seasonally 
adjusted basis, have also in- 
creased somewhat during the 
past fortnight; but other com- 
ponents of the Index, including 
car loadings, lumber shipments 
and the production of steel, coal 
and cotton cloth, have all re- 
ceded more than usual for this 
season of the year. During the 
month of July, per capita na- 
tional income averaged 97.6, 
against 98.2 in June and 90.2 
for July, 1936. 

In appraising the second half 
year’s business outlook it is nec- 
essary to look beyond the cur- 
rent business statistics which, 
in a number of instances, have 
for several months been dis- 
closing a progressively narrow- 
ing gain over last vear’s achieve- 
ments. 

This is in large measure at- 
tributable to the accumula- 


—Most Lines Continue Active 
—Heavier Inventories Apparent 
—Steel Outlook Bright 

—Non Ferrous Metals in Demand 


—Construction Still Lags 


manfacturers are being temporarily 
curtailed in several lines by the ex- 
istence of unseasonally heavy inven- 
tories. 

In some lines a similar situation 
exists with industrial inventories 
which, judging from a recent sum- 





unwieldy inventories of finished 
shoes. 

This problem of accumulated 
stocks has been given prominence 
here because of its important bear- 
ing upon the course of business over 
the next few months. With the 
volume of income paid out running 
ahead of last year, actual consump- 
tion must be proceeding at a com- 
paratively high level. Furthermore, 
new construction is falling somewhat 
short of making up for accumulated 
obsolescence of production facilities 


+++ and the huge deficiency in 
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housing. 

Fundamentally, then, it is 
quite evident that economic 
forces are still working in the di- 
rection of recovery; but the 
timing of the next upsurge de- 
pends in no small measure upon 
when the present accumulated 
stocks of goods will be reduced 
to more nearly normal propor- 
tions. Factors tending to hasten 





such reduction include expand- 
ing employment and _ payrolls, 
highly promising agricultural 
conditions, the improved _polit- 
ical outlook at home, rapid re- 
covery in our foreign trade, 
prospects of comparative quiet 
for a while on the labor front, en- 
larged dividend disbursements, 
and a rising stock market—all 
of which are contributing to a 
more optimistic business senti- 
ment. 











tion of excessive stocks of both 
consumers’ goods and _ producers’ 
goods, or their equivalent in the 
form of heavy bookings of orders 
far in advance of current require- 
ments. In the merchandising field 
(fully covered elsewhere in this 
issue), re-orders from cotton goods 
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mary of interim balance sheets, av- 
erage larger than a year ago. Bitu- 
minous coal stocks, for example, 
though well below the year’s peak, 
are still 50% above last year; while 
the Endicott-Johnson shoe factories 
have recently changed from a five- 
day to a three-day week because of 


Such adverse factors as exist 
such as the somewhat lowered 
rate of expansion in commercial 
bank loans are more symptoms 
than causes of the present temporar- 
ily overbought situation, and will 
soon reverse themselves with the 
next wave of business expansion. 
The fact of the matter seems to be 
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that there has been but little en- 
largement in the country’s capacity 
to produce since the spring bulge 
receded. Meanwhile the public’s 
purchasing power has been _in- 
creasing rapidly; so that the inevi- 
table resumption of large scale 
demand is likely to uncover a num- 
ber of bottle necks to obstruct de- 
liveries and lift prices. 


The Trend of Major Industries 


STEEL—With an operating rate 
18% higher than a year ago, and 
new orders still running about 25% 
below shipments, it is natural to 
expect moderate reductions in steel 
output during the remainder of 
August as backlogs are reduced. 
Owing to heavy crops, consumption 
of steel by makers of tractors, farm 
implements and tin cans should con- 
tinue at a high rate for the balance 
of the year. Next month, automo- 
bile manufacturers will re-enter the 
market, and there should be a heavy 
demand this Autumn from miscel- 
lanous industries and for export. 
In spite of strikes, second quarter 
profits for the industry were about 
3% ahead of the first quarter and 
more than double the amount 
earned during the second quarter 
of 1936. For the current quarter, 
even better results are looked for. 
Independents will fulfill at the old 
base price of $4.85 all contracts for 
tin plate upon which delivery was 
interrupted by the strike, even 
though shipments should run well 
over into the fourth quarter. Cur- 
rent pig iron prices have been re- 
affirmed for the fourth quarter. 








STEEL OPERATIONS 






































| 100 | 
| 90 es 
a 4ea tes 
G 80 Ss is 
Gas <> | = 
< 79/2934 | neve poet? mah 
% | “| 7 1936 
we / 
O 60 tat = se 
id 7 
50 PT | 
| 
40 d. PSSRSEEE 









































J FMAMIJS)S)AS OND 








a 


During May and June about 20% 
as much scrap was exported as was 
used domestically. 





CONSTRUCTION — Construc- 
tion contracts awarded during July 
in 37 Eastern States established a 
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new recovery high; but gained only 
8% over the corresponding period 
of 1936, compared with the June 
increase of 37% and a cumulative 
rise of 19% for seven months. Resi- 
dential awards in July were 12% 
ahead of last year, against a seven 
months’ improvement of 48%. Ex- 
tensive road building during the 
depression, and lower passenger 
fares, have led to a considerable 
exodus of former city dwellers into 
suburban areas. In consequence of 
this, as pointed out elsewhere in our 
last issue, rents commanded by pri- 
vate dwellings have already recov- 
ered 93% of the depression slump, 
whereas only 30% of the drop in 
apartment rents has been regained. 
In some localities this has resulted 
temporarily in so much over-build- 
ing that speculative contractors find 
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houses on their hands where a short 
time ago demand seemed to exceed 
the supply. 


RAILS—Owing partly to lower 
coal shipments resulting from ear- 
lier overstocking, and partly to a 
slower rate of increase in general 
business activity, the July gross of 
Class I carriers was only 3% ahead 
of a year ago. There are several 
reasons for believing, however, that 
net railway operating income for 
the remaining five months of the 
year will be a little better than 
shown for the corresponding period 
of 1936. According to present ex- 
pectations, wage increases already 
granted and to be granted will add 
around $80,000,000 to payrolls dur- 
ing the last five months. A partial 
offset to this will be savings of about 
$20,000,000 in payroll taxes under 
revised rates of the Railroad Retire- 
ment Act; leaving a net increase of 
$60,000,000 on payroll account. 
Heavier crop movements this Aut- 
umn are expected to add $65,000,- 
000 to gross income directly, and a 


considerable further amount indi- 
rectly through in-shipments of goods 
purchased by farmers with the pro- 
ceeds of crop sales. Maintenance 
work has been unusually heavy dur- 
ing the past few months in antici- 
pation of wage increases granted to 
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non-operating employees on August 
Ist. From now on many of these 
workers will be laid off, especially 
by Western roads, with a resulting 
saving in expenses. 


OIL—Now that motor fuel con- 
sumption has about passed its sea- 
sonal peak, attention is being drawn 
to the necessity of reducing crude 
output which, during the past fort- 
night, attained record volume at a 
rate 22% above last year, against 
an increase of only 11% in gasoline 
consumption. Texas in particular is 
wastefully prolific with a present 
crude output 30% higher than a 
year ago. This potentially menac- 
ing situation, however, can and 
doubtless soon will be effectively 
handled under the Interstate Oil 
Pact which Congress has recently 
given the authority to extend for 
two years. 


AUTOMOBILES — New passen- 
ger car sales in the U. S. during July 
were a few per cent ahead of June 
this year and of July, 1936. Pro- 
duction from now on will taper off 
rapidly in preparation for changing 
over to new models; but, as innova- 
tions this year will not be radical, 
shut-downs are not expected to be 
of long duration. Consequently pro- 
duction during August and Septem- 
ber should run well ahead of last 
year. Fourth quarter prospects, 
however, are somewhat clouded by 
recently announced price increases 
and the movement to tighten up on 
credit terms. Competition will also 
be intensified to some extent by 
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entry of Pierce-Arrow into the low- 
priced field. A precipitate drop in 
trailer sales during the past few 
months suggests that the potential 
market for this type of housing may 
be much narrower than enthusiasts 
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at first supposed. One obstacle is 
the fear of restrictive laws, and an- 
other is the comparatively limited 
class of people who are willing to 
pay for a vehicle that is used only 
for a two weeks’ outing during the 
year. 


METALS—World copper statis- 
tics for July disclosed an increase 
over June of 9,670 short tons in 
stocks of refined and blister, a de- 
crease of 18,000 tons in output and 
of 9,000 tons in consumption. For- 
eign consumption actually increased 
by a little over 1,000 tons; yet for- 
eign mines were responsible for all 
but 4,000 tons of the decline in out- 
put. Knowing that the British Gov- 
ernment frowns on any restriction 
of output so long as 





sition in the bud; so that foreign 
copper has dropped more than a 
half cent since our last issue, and 
put at rest for the time being 
earlier fears of a pending advance 
in the domestic price. In conse- 
quence of this, demand has dried up 
for the time being. Domestic lead 
producers are already sold up to 
about the last week of September. 
Zine promises to remain in a tight 
position for some time to come. 
Consumption is running above the 
1929 level; but domestic stocks are 
less than half the quantity on hand 
in 1929. The bottle neck here is 
inadequate smelter capacity, a sit- 


uation which is not likely to be 
remedied until next Spring. At the 


current price of 7c East St. Louis it 
has not been deemed profitable for 
marginal producers to reopen; but 
they might, should the price ad- 
vance materially above that level. 
London is quoting zinc at around 
but it costs an additional 2c 
in duty and shipping costs to land 
the metal here. Even then, there is 
very little foreign zinc available for 
export. Among new domestic fields 
being opened up, the only one of 
any consequence is the Metaline 
district, just north of Seattle, and 
production from this source will not 
be on the market for several months. 


5 2c; 





UTILITIES—Electric power out- 
put is running around 11% ahead 
of last year in face of the narrow- 





ing spread in general business ac. 
tivity. Definite shortages in pro- 
ductive capacity are possibilities of 
the near future in areas dependent 
upon water power. Normally the 
industry should spend at least 
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$800,000,000 per annum for expan- 
sion; but for several years the out- 
lay has not been half that amount. 
Although net earnings of the indus- 
try are averaging about 6% better 
than last year, it is estimated that 
about a third of this gain comes 
from savings of interest through re- 
funding operations which will no 
doubt continue in rising volume. 


Conclusion 


Unseasonally heavy inventories in 
several lines of both consumers’ and 
producers’ goods, inherited from the 
Spring inflation boomlet, along 
with the previous rapid expansion 
in deferred payment sales, appear to 
have contributed during the past 

few months to mod- 
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1935 Indexes 1937 Indexes 
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(1925 Close—100) High Low Aug.7 Aug. 14 Aug. 21 

106.0 78.4 330 COMBINED AVER. 122.0 93.6 104.0 105.7 101.2 
204.6 113.4 5 Asgricultural Impl ts... 243.3 204.6 250.2 253.3H 242.7 
68.6 39.9 6 Amusements Brg aa ls 72.6 58.0 68.0 71.6 69.5 
143.5 116.8 A ies.. 146.0 104.9 119.4 124.0 117.0 
24.9 17.7 13 Ferner OE RAS A 30.1 20.8 22.9 23.3 22.4 
156.8 104.3 8 Aviation (1927 Cl—100). 178.0 126.0 138.0 138.5 131.5 
23.8 12.6 3 Baking (1926 Cl.—100).. 28.5 17.0 17.7 17.7 17.2 
500.9 318.6 2 Bots. & Cks. ('32 Cl. —100) 547.0 456.0 542.4 547.0H 510.5 
262.0 202.8 3 Business Machines........ 08.6 245.0 278.0 283.2 273.2 
287.4 216.2 | SS a 242.8 184.1 213.2 218.1 214.2 
ts lee a eo ee 247.7 201.5 222.7 227.2 220.2 
73.8 42.8 15 Construction............. 88.3 60.7 67.4 68.5 65.3 
166.4 87.9 10 Copper & Brass........... 217.4 148.0 188.2 184.8 174.0 
47.8 39.3 2 Dairy Products........... 43.5 33.5 33.5 36.5 35.7 
41.8 23.3 10 Department Stores. : 42.7 32.7 36.9 37.7 36.6 
100.1 72.8 8 Drugs & Toilet Articles. . 108.8 84.8 88.6 87.9 88.0 
441.1 227.2 2 Finance Companies....... 388.4 323.5 350.3 352.7 334.0 
70.1 60.9 7 Food Brands............. 71.9 52.5 55.3 55.7 55.6 
56.6 41.4 I: irbavececscas 53.2 38.6 41.4 42.0 41.9 
oe ee ee ere 122.3 98.3 106.0 111.7 106.7 
1296.91116.0 4 Gold & Platinum Mining.. 1253.6 940.1 957.2 993.0 997.6 
51.0 36.6 5 Investment Trusts......... 58.6 44.6 49.0 50.3 47.9 
341.6 265.2 3 Liquor (1932 Cl.—100)... 317.8 259.1 274.5 290.2 276.5 
189.5 134.7 9 Machinery.............. 209.8 163.5 184.5 188.0 179.1 
107.4 61.3 2 Mail Order.............. 104.3 85.2 101.9 104.3h 100.2 
83.9 59.4 4 Meat Packing............ 109.6 79.6 89.8 90.6 89.4 
232.5 159.5 14 Metal Mining &Smelting.. 334.1 232.5 299.3 296.7 276.0 
23.4 6.0 |) Serer sr 26.8 19.0 22.7 23.9 22.5 
142.8 97.2 24 Petroleum & Natural Gas.. 158.8 137.0 146.1 148.0 141.1 
96.6 67.2 18 Public Utilities........... 114.9 72.5 86.6 88.5 81.8 
35.4 26.7 4 Radio (1927 Cl.—100).... 31.7 22.6 27.5 29.4 27.9 
100.4 52.5 9 Railroad Equipment... 12.9 79.4 82.7 85.4 82.2 
39.8 27.3 24 Railroads.......... 48.6 33.8 36.2 37.1 35.2 
27.1 13.4 Bs nccacseae : 28.5 14.9 17.9 18.4 16.8 
87.6 62.7 4 Shipbuilding........ 87.6 62.9 69.4 68.5 69.1 
124.5 85.2 12 Steel &lron......... 165.6 124.5 150.9 154.7 147.3 
45.3 29.8 RRR reece 45.2 35.1 36.4 37.5 36.4 
175.6 142.5 I Sia 65 38%.s.5:0 171.2 144.5 169.9 171.1 165.8 
97.4 76.6 3 Telephone & Telegraph.... 85.3 62.0 67.4 68.0 64.7 
83.5 62.0 i i aren 91.8 69.4 76.9 68.0 64.7 
20.9 10.6 4 Tires & Rubber........... 29.2 20.5 25.6 26.7 25.0 
eS ee rrr errr 99.4 80.9 86.6 86.2 84.7 
76.2 61.0 2 Er rr 71.9 33.5 41.1 40.7 38.8 
369.2 232.5 4 Variety Stores... 346.8 245.0 276.7 279.1 269.4 


H—New HIGH record since 1931. h—New HIGH this year. 
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N.Y. N. Y. Times 
Times Dow-Jones-Avgs. ———50 Stocks-——— 
40 Bonds 30 Indus. 20 Rails High Low Sales 

Monday, August9..... 84.45 186.75 53.28 133.77 132.86 752,190 
Tuesday, August10.... 84.39 185.98 53.08 133.67 132.74 692,180 
Wednesday, August 11 84.44 186.72 53.00 133.24 132.63 571,890 
Thursday, August 12.... 84.39 187.62 53.57 134.02 132.82 793,200 
Friday, August 13...... 84.45 189.27 53.89 134.96 133.33 1,035,030 
Saturday, August 14.... 84.48 190.02 54.13 135.49 134.79 467,030 
Monday, August 16.... 84.28 189.34 53.62 135.07 134.12 618,690 
Tuesday, August17.... 84.13 188.68 53.21 134.29 133.50 658,060 
Wednesday, August 18. 83.85 187.39 52.55 134.02 132.74 701,990 
Thursday, August 19.... 83.51 185.28 52.38 132.82 131.43 762,540 
Friday, August 20...... 83.33 182.95 51.87 132.00 129.90 799,170 
Saturday, August 21.... 83.31 183.74 52.10 130.68 130.09 280,580 





STOCK MARKET VOLUME 





Week Ended Aug. 21 Week Ended Aug. 14 Week Ended Aug. 7 


3,821,030 4,311,520 4,378,683 
Total Transactions Same Date Same Date 
Year to Aug. 21 1936 1935 
261,763,420 315,125,701 190,004,391 








Note: 
100. (d)—F. W. Dodge—37 states. 
*23-25-1 ~"— a -aa omitted. 
\—July. 


Latest figures compiled as of Aug. 9. (b)—1,000 Gross tons. oo Age 25-27- 
(e)}—Estimated. (}—Dun & Bradstreet. (G)—U. S. Labor 
+—000,000 omitted. *—lron Age Composite. My— 


May. Je—June. 
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MONEY RATES 
Time Money (90-day). ..... 
Prime Commercial Paper.... . 
se ee 
Re-Discount Rate........... 


CREDIT 
Bank Clearings, N. Y.t...... 


Bank Clearings 
(outside N. Y.)T 
Brokers’ Loans, F.R.7....... 


Brokers' Loans N. ¥. S. E.7.... 
New Corporate Financing’... 


COMMODITY PRICES 
Finished Steel* ¢ perlb..... 
Pig lron* $ perton......... 
Steel Scrap* $ perton...... 
Copper, $ perlb............ 
Lend $ pert), N. ¥......... 
Dike, Spe TN, Voie e ese 
Tin, $ perlb. N. Y.......... 
Rubber, $ per lb............ 


Crude Oil (Mid-Cont.), $ per 
ES Mayer Recess cea 


Sugar, raw, $ perlb......... 
Silk, raw, $ perlb........... 
Wool, raw, $ perib........ 
Wheat Price, Sept., $ per bu. 
Cotton Price, Oct., $ per Ib... 
Corn Price, Sept., $ per bu.. 


KEY INDUSTRIES 
Steel Ingot Prod. (b) (tons). 
U. S. Steel Corp. Shipments 

(b) (tons). . 

Pig Iron ededian (b) ead: 
Operating Rate, % Capacity 
Auto Production........... 
Bldg. Contract Awards (d)*. 
Residential Bldg. (d)*.. . . 
Engineering Contracts * 
Cotton Consumption (bales)* 
eee ” neo penne '26 


Oil Prod., daily aver. (bbdls.)* 
Stocks of Gasoline* (bbls.). . 
Elec. Pwr. Output (kwh)t.... 
Capital Goods Activity (c).. . 


TRANSPORTATION 


Carloadings*®........... - 
Miscellaneous Freight*. . . 
Merchandise, L.C.L.*... 


TRADE 


ae Store Sales '23-25— 
1 


Mail Sus ee 
Merchandise Imports*...... 
Merchandise Exports*...... 
Business Failures (F)..... 


EMPLOYMENT 


po: ) Se ee ere 
Durable Goods Industries (G). 
Consumers Goods (G)....... 
Factory Payrolls (G)........ 


Latest Previous 
Week Week 
14% 14% 
1% 1% 
1% 1% 
14% 112% 
$3,047 $3,039 
2,275 2,028 
1,136 1,143 
Aug. 1 July 1 
$1,173 $1,186 
107-1 309Je 
Latest Previous 
Week Week 
2.605 2.605 
23.25 23.25 
20.50 20.50 
.14 214 
6.50 6.50 
7.60 7.60 
5975 .60125 
184, 21834 
1.27 1.27 
.0360 0355 
1.88 1.87 
1.01 1.01 
1.0534 1.11% 
.0974 1044 
93% 9814 
July June 
4,557 4,184 
1,187 1,269 
3,499 3,108 
83.0 84.0 
438,834 497,298 
321,603 317,842 
81,046 93,078 
260,001 274,399 
583 681 
171.1 191.8 
Latest Previous 
Week Week 
3,719 3,651 
69,087 69,216 
2,301 2,262 
106.0 97.0 
Latest Previous 
Week Week 
777 770 
312 304 
166 168 
July June 
94 93 
$72,475 


Year 

Ago 
14% 
%,@1% 


$2,887 


2,099 
936 


Last 
Year 


$967 
291 


Year 
Ago 
2.159 

18.84 

15.42 
0975 
4.60 
5.175 
.42 
16% 


1.17 
.0370 
1.79 
89 
1.12% 
-1146 
1.12% 


Year 
Ago 
3,923 


951 
2,594 
72.5 
440,731 
294,734 
71,994 
183,917 
607 


150.1 


Year 

go 
3,070 
61,113 
2,094 
82.2 


Year 

go 
736 
295 
165 


Year 


Ago 


1 


$86,157 $65,478 


285,946 )e 285,038My191,07 7 
265,363Je 288,924My185,693 


618 670 
June May 
101.2 102.3 
99.0 99.9 
103.6 104.8 
102.8 105.2 


639 


Year 

Ago 
90.1 
84.7 
95.9 
81.1 




















The Personal Service Department of Tue MaGazine or WaLi STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 


. This service in conjunction with your subscription should represent thousands of 


dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4. 


envelope. 


If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Seaboard Oil Co. of Delaware 


Why are Seaboard Oil shares lagging in 
the present market when most oils show 
considerable gains. What can you tell me 
about the prospects for this company? In 
your opinion, should I retain or sell shares 
bought at 35?—E. L., Portland, Maine. 


Practically the same net profit 
was disclosed in the report of Sea- 
board Oil in the first half of 1937 
as was registered for the first half 
of 1936. This failure to record 
greater net share earnings is the 
only reason we can offer to account 
for the fact that, marketwise, the 
stock of this company has not regis- 
tered the percentage improvement 
which has ruled throughout the oil 
shares as a group. Gross for the 
first half of this year exceeded gross 
for the first half of 1936 by about 
$579,000, nearly 11%, but operat- 
ing expenses were increased during 
the later half year period by the 
sum of $284,000, and $332,000 more 
was charged against earnings in the 
later period for depreciation, deple- 
tion, amortization and _ intangible 
development costs, than were writ- 
ten off in the 1936 first half year. 
Seaboard is a producer only, operat- 
ing through subsidiaries in Cali- 
fornia and Texas, in Mexico and 
Venezuela. It has large reserves, is 
placed among the three highest on 


estimates of reserves of crude oil per 
share of outstanding stock, and is 
given promise of long life as a pro- 
ducer of crude oil and natural gas. 
In 1936 Seaboard reported earnings 
at $2 a share, topping an uptrend 
which had begun in 1931 and con- 
tinued without interruption through- 
cut the ensuing interval. While 
relatively high charges for intangible 
development costs may characterize 
the reports for the remainder of 
the current year, and may limit 
earnings this year to approximately 
1936 results, ultimately these charges 
against current earnings should bear 
fruit by way of augmenting earning 
power. The president in his re- 
marks to stockholders entertained 
an optimistic opinion as to the gen- 
eral condition in the industry and 
the outlook for the future, and at- 
tention is directed to the completion 
of an 80-mile pipe line from the 
Kettleman Hills field to the Cali- 
fornia coast, which should give to 
Seaboard an advantage by way of 
improved marketing facilities. The 
company’s 50% interests in Inland 


Exploration, Amirianian Oil, and 
Iranian Pipe Line Co., organized to 
promote production in the Near 
Fast, give the longer term prospect 
the expectation of a_ substantial 
return on the capital so employed. 
We find Seaboard strongly fortify- 
ing its position and building for 
large future earning power. While 
the conservative accounting practice 
will prove beneficial to longer term 
stockholders, it may tend to restrict 
net earnings to be reported in the 
immediate future, and so retard 
speculative activities in the shares 
from a trading standpoint. We feel, 
however, that stockholders who are 
willing to maintain their positions 
in this issue over the longer term 
should find generous recompense by 
way of increased dividends and en- 
hancement in the value of their 
holdings. 





American Locomotive Co. 


American Locomotive has been acting well 
in recent market sessions. I appreciate that 
this must be on prospects rather than re- 
sults, so I am calling on you again for ad- 
vice. Is it still attractively priced? Can it 
sell much higher?—E. W. T., Buffalo, N. Y. 


American Locomotive shares, at 
current levels, sell at a price which 
presumes a very substantial increase 
in future earning power. Unless 
these hopes materialize, the stock 
cannot be expected to hold its pres- 
ent position. The shares would not 
be worth the price solely on the 
basis of estimated current earning 
power, considering that there is an 
obligation of around $11,000,000 

(Please turn to page 622) 





When Quick Service Is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 
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WHAT OUR CLIENTS SAY 
H. P. W. of Ohio— 


“Substantial profits are obtain- 
able in your service by your watching 
of trends and choice of stocks.” 


C. R. B. of California— 

“I plan to renew my subscrip- 
tion to your valuable service when it 
expires in the fall.” 


D. C. R. of Hawaii— 

“I have been a subscriber to 
your investment service during the past 
year and am much pleased with the 
results.” 


A. G. of Canada— 

“Have had the service of The 
Investment and Business Forecast for 
one year and am well satisfied.” 


P. M. W. of Kentucky— 

“I am very highly pleased with 
your service and unhesitatingly recom- 
mend it.” 


I. W. of Michigan— 

“I am satisfied with your service 
and anticipate much help and advice 
through the years. I find that you ad- 
here closely to the conservative side 
and serve a practical purpose to small 
investors.” 


C. M. D. of Pennsylvania— 


“I like your service better than 
any I have ever taken.” 


Act NOW to Secure Substantial 





r 





FALL PROFITS.. 


Current recommendations of our three active programs . . . Trading 
Advices, Unusual Opportunities and Bargain Indicator .. . have been espe- 
cially selected for their outstanding profit possibilities within the next month 
or two. They represent commitments through which you can secure substan- 
tial profits in the early stages of the next market advance. Through con- 
tinuous Forecast counsel, you can take progressive action to increase the 
value of your capital and equity. 


As our first step in serving you, and throughout your enrollment, we shall 
analyze your present holdings and advise you what to retain and what to 
close out. You will then be guided in taking an advantageous position through 
our present advices. This market phase offers an excellent opportunity to 
switch out of laggards into stocks that should shortly sell from 5 to 25 points 
above prevailing levels. 


The period after Labor Day holds dynamic profit prospects because the 
indices point to a record breaking volume of business this fall. Naturally, 
the greatest appreciation will be in those securities enjoying dynamic earn- 
ings improvement, on many of which sizable dividends will be paid to avoid 
the undistributed profits tax. On the other hand, you should liquidate securi- 
ties that will be retarded by rising costs . . . by labor, legislative and com- 
petitive uncertainties. 


We are now recommending three active, buoyant stocks for near-term profit in our Trading Ad- 
vices; four dividend-payers for income and profit in our Bargain Indicator; and four stocks 


FREE 


around 25 in our Unusual Opportunities which should shortly sell in the 30-40 price range. The 


profit on these recommendations should be materially in excess of our subscription fee. 


Service 


to 





To profit through these latest advices, we suggest that 
you mail the coupon below with your remittance . . . today. 





SDL LLL 











October I 


90 BROAD STREET 


e 1 I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
vice starting at once but dating from October 1. I understand that regardless of the telegrams I select, I 





| 
| will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 
Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
FREE AIR MAIL | Code after our Code Book has had time to reach you. 2 
SERVICE 7 TRADING Active common stocks for near-term profit. Three or four wires a month. 2 
ADVICES Three to five stocks carried at a time. $1,500 capital sufficient to buy 10 3 
EE Check here if you | shares of all recommendations on over 60% margin. | 
wish Air Mail and it | Cl UNUSUAL Low-priced common stocks for market appreciation. Two or three wires a 
will expedite delivery | OPPORTUNITIES month, Three to five stocks carried at a time. $750 capital sufficient to buy 10 2 
aban weekly ond spe | shares of all recommendations on over 60% margin. , 
cial bulletins. This ser- | Cc] BARGAIN Dividend-paying common a for ett and ores pea or = wires pee , 
hes te provided FREE INDICATOR Three to five stocks carried at a time. $1,500 capital sufficient to buy 10 ; 
2 5 shares of all recommendations on ever 60% margin. 
in such cases in United . 
Oo a ne eer eee rrr ee. ere ee eee eo CAPITAL OR EQUITY AVAILABLE..............4- 


States and Canada. 
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of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
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ANOTHER 
BARGAIN STOCK 


We have selected a medium-priced stock which 
appeals to us as being one of the most attrac- 
tive speculations on the New York Stock Ex- 
change. It is selling much below its prospective 
value, we believe; and those who buy this stock 
could: make excellent profit during coming 
months. 


The security in question is within the reach 
of all investors, selling as it does at a very 
reasonable figure. The company has greatly 
improved prospects. Business is expected to ex- 
pand sharply. Earnings should pick up_ sub- 


stantially. The action of the stock indicates 
higher prices. In short, this is truly a bargain 
stock. 

The name of this stock will be sent to you 
absolutely free. Also an interesting booklet, 
“MAKING MONEY IN STOCKS.” No charge— 
no obligation. Just address: 

INVESTORS RESEARCH BUREAU, _INC. 

Div. 663, Chimes Bldg., Syracuse, N. Y. 





———— 


[STOCKS—BONDS 


COMMODITIES 


Folder ‘“M” 
ments, 











explaining margin 
commission charges and 
units furnished on request. 


Cash or Margin Accounts 
in Full or Odd Lots 


Inquiries Invited 


J. A. Acosta & Co. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
New York Cocoa Exchange 


60 Beaver St. New York 
BOwling Green 9-2380 


require- 
trading 














AMERICAN RADIATOR 
STANDARD SANITARY 


CORPORATION 


PREFERRED DIVIDEND 
COMMON DIVIDEND 











A quarterly dividend of $1.75 per share on 
the Preferred Stock has been declared payable 
September 1, 1937, to stockholders of record 
at close of business August 24, 1937. 


A quarterly dividend of 15¢ per share on the 
Common Stock has been declared payable 
September 30, 1937, to stockholders of record 
at close of business August 27, 1937. 


Transfer books will not be closed. 
ROLLAND J. HAMILTON 
August 10, 1937 


Secretary and Treasurer 
————— 








THE ELECTRIC STORAGE BATTERY CO. 


The Directors have declared 
from the Accumulated Surplus 
of the Company a dividend of 
Fifty Cents ($.50) per share 
on the Common Stock and the 
Preferred Stock, payable September 30, 
1937, to stockholders of record of both of 
these classes of stock at the close of business 
on September 10, 1937. Checks will be mailed. 


WALTER G. HENDERSON, Treasurer. 
Philadelphia, August 10, 1937. 


NATIONAL DAIRY PRODUCTS 
CORPORATION 


Dividends of $1.75 per share on the Preferred A 
and Preferred B stock and 30¢ per share on the 
Common stock have been declared payable October 
1, 1937, to holders of record September 1, 1937. 
A. A. STICKLER 
Treasurer 


BATTERIES 











August 19, 1937 
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Rails 
1935 1936 1937 
A ‘High lew High Low High Low 
ge Cr eR Re ES 60 35% 8812 59 944%, 69% 
‘Ationtic’ Oe eee 374%, 19% 49 21% 554% 44% 
B 
RMI, 5... 0.00. 0--00005 18 h hp 15% Wi 20% 
Bangor & Aroostook..............--- 491, 36% 49% 39 45 381 
C 
SII ons ose s occc 2 cess 133% 852 16 10% 17 ith 
Chesapeake & Ohio...............- . 53% 37% 17%, 51 68% 49% 
Chicesa Gt. Werte Pid. HOM OH BIC 8 
C. M. & St. Paul & Pacific............. 3 %, 2%, ip 3% 1% 
C. M. & St. Paul & Pacific Pfd......... 4, %, 54% 242 1% 3% 
Chicago & North Western...........-.- 5% 1% 4 2% 632g 3 
Chicago, Rock Is. & Pacific...........- 2% Uh, 3 1% 3% 2 
D 
Delaware & Hudson...............--- 431% 23% 545, 365%, 583, 33 
Delaware, Lack. & West.............- 19/3 11 23% 144% 24% 13% 
E 
2 Se epee rere EC nee ais 14 71% 181, 11 23% 13% 
G 
Great Northern Pid............-.-- 351% 9%, 46% 321%, 563%, 40% 
I 
Se ee ar ee eee 22% 91% 29%, 1852 72 57 
K 
Kansas City Southern...............--- 141 3% 26 13 29 15 
L 
DS ee 111% 5 22 81, 3% 15% 
Louisville & Nashville.............--- 645, 34 10244 574 99 8214 
M 
Mo., Kansas & Texas.............---- 6% 2 9%, 542 9% 5% 
Mo., Kansas & wanes t ) SSS ae 161%, 54% 33% 141 34%, 21 
Missouri Pacific. . ease eat aan 1 4 2Ve 6% 3 
N 
New York Sone erie hareewsas 293/ 12%, 495%, 27%, 551% 7 
Y., N. H. & Hartford............-. Bi, 2% 61 3 9% 3% 
Norfolk & Westerm...............0055 218 158 310% 210 272 236% 
ae Sa errr 25%, 13% 36%, 23% 36% 25% 
P 
PNB 55 osinaics< so esecunssiuas 32% 17% 45 281, 501% 34% 
R 
RRS oe eos dieses sees 431% 29% 50%, 3514 47 32 
s 
ee, ee es %, 35 14 45, 23% 
Serre ere 251% 1234, 472 231 6534 40%, 
IND 6 6soc s osinb cess scswwsa 16% 51% 261 1234 4334 24 
: 
ee Re ea ee 28% 4 49 28 541%, 4254 
U 
gE eet one a eanernee 111% 82% «1495, 108% 14834 120% 
Ww 
Western Maryland.................6- 101, 51% 1217 81, 1134 73 
ee Sa eer 3¥ 1, 4 1% 43, 2 
Industrials and Miscellaneous 
1935 1936 1937 
A ‘High Low ‘High Low High Low 
on ei ouch $oesne ee 37% 28 35%, 17% 2852 221f 
Perey ae ae stoi 861 58 80% 6414 
PRINS 600.6556 500% 56sec cane 201, 131% 171 13 1534 11 
SS eee 32 21 4034 26% 45% 3014 
Allied Chemical & Dye.............. 173 125 245 157 t's 215 
I, oa pos ubien sees 9 3% 201, 63%, 21%, 15 
Be, SOP eee 33% 12 81 353% 8314 57 
one k eek ah kaa o¥.b-o.0<s 54's 80 48% 125% 75 114); 80 
Amer. Agric. Chemical (Del.)......... 573%, 4112 89 49 101% 83 
American Bank Note................- 473 131% 55% 36 41 2017 
Amer. Brake Shoe & Fdy...........-.- a0 21 701 40 80 Y, 57% 
no a an dn'4 06 000004 o0 149%, 110 137% 110 121 90% 
Pee Seo 33% 10 601; 30 71 46 
American & Foreign Power. . 2 2 93 6% 13%, 6% 
Amer. Power & +x EG ee acs os eee 9% 1% 14 7 1612 7 
Amer. Radiator &S.S................ 251 101 27 i, 1834 2914 1852 
Amer. Rolling Mill............ BA 329 153% 37 233% 45% 31% 
Amer. Smelting & Refining............ 64 S, 31% 103 5634 10534 73% 
Amer. Steel + = wenge ereert Bigick ss sos 25% 12 64 201 13% 485 
Amer. Tel. 3 Tel.. eee 98% 1901 149% 187 1593/4 
DT orn o spose nae oss us 107 743%, 104 ssi 9972 74% 
Amer. Water Works & Elec........... 223%, 7% 27%, 1917 291% 15 i, 
ree OS.” eee 68%, 3512 703, 5234 79 54) 
Anaconda Copper Mining............ 30 8 553, 28 691 4T¥, 
PNR ITN so Sic cic sais one'y 2.020 a0: 61, 3% 1%, 4% 13% 7 
ae chao 0 wiegeye.0 6 O06 8 2012 35% 26 i, 37 27%, 
Ce), SEPP ee 4512 5 54 Uh, 2672 36% 13% 
Amen Gow: Del ............5.....- 5%, 2% TH, 4% 9%, 5% 
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Baldwin Loco. Works..............-- 6% 11 1134 at 1114 4%, 
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Industrials and Miscellaneous [Continued] 











1935 
—_e—o*~oorrrs 
B High Low 
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eettichem 5 Cerne ne 52 215% 
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Cc 
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Chesapeake Corp........ 36 
Ee ee 31 
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Continental Oil. : a 151% 
Corn Products Refining ; Sai coe 
Gene Go..........;. ie . 27% 7 
Crown Cork & Seal.. 48% 31% 
SE IS iis -cciod cae he sass eee 4% 
Curtis Wright, Ne Sane artes . 12% 6% 
Cutler-Hammer....... ys sa oes Te 16 
D 
Deere & Co. eens .. 58% 2234 
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Ponbenke, Morse. ...:............0.0 3914 
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McKeesport Tin Plate................ 131 9014 
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What 72 Stacks 


for Next Advance? 


OULD you like to re- 

ceive a special report 
showing the 12 stocks fav- 
ored by financial authorities 
to lead the next advance? 


This week's UNITED OPIN- 
ION Bulletin presents such a 
report, listing the issues 
selected by Stock Market 
experts as having outstanding 
prospects. These recommen- 
dations will help you to revise 
your list to make the most of 
current opportunities. 


This exclusive feature of 
UNITED reports is available 
through no. other source. 
You may have a copy, with- 
out obligation. 


Send for Bulletin W.S.69 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury AK r Boston, Mass. 
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Odd Lots—100 Share Lots 


Safety is only one of the many 

features obtained by Odd Lot 

investors. 

Write today for copy of our book- 

let fully explaining the many ad- 

vantages of Odd Lot Trading. 
Ask M M.W. 802 


ul & 
Est IVEU 1898 
Members New York Stock Exchange 


_39 Broadway New York 




















16 Dividend Posing 


Common Stocks 
Yielding Over 7% 
Based on 1936 Dividends 
Write for Information 


DBunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street New York 


























POINTS ON TRADING 
“and other valuable information for investors 
and traders in our — booklet. Copy 
free on request. k for Book MG6 
Accounts carried on ecnaeynainte margin. 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway ew York 
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Complete Investment 
and 
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Brokerage Service | 


Leaflet explaining Margin re- 
quirements sent on request. 


MCCLAVE & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange | 
New York Curb Exchange (Assoc.) 
67 Broad Street, New York 
Telephone WHitehall 4-8500 


BRANCH OFFICES 


254 Park Ave. at 46th St., N. Y. 
2121 Broadway at 74th St., N. Y. 




















“A LITTLE DOES A LOT” 





Send for free 48-pg. cook book and mixing guide. 
Address Angostura, Norwalk, Conn. 








BAYUK CIGARS INC. 
PHILADELPHIA 


A quarterly dividend of 134% ($1.75 per 
share) on the First Preferred stock of this cor- 
poration was declared payable October 15, 1937, 
to stockholders of record September 30, 1937. 

A dividend of eighteen and three-fourths cents 
(1834¢) per share on the Common stock of this 
corporation was declared payable September 15, 
1937, to stockholders of record August 31, 1937. 

Checks will be mailed. 

John O. Davis 
August 5, 1937. Secretary 











Newmont Mining 


° 
Corporation 
Dividend No. 36 
A dividend of Seventy five cents per share 
has been declared on the capital stock of 
Newmont Mining Corporation, payable 
September 15, 1937 to stockholders of record 
at the close of business August 31, 1937. 

H. E. DODGE, Secretary 








UNDERWOOD ELLIOTT FISHER COMPANY 


The Board of Directors at a meeting held 
August 12, 1937, declared a dividend for the 
third quarter of the year 1937 of $1.00 and a 
special dividend of 50c a share, on the Common 
stock of Underwood Elliott Fisher Company, 
payable September 30, 1937 to stockholders of 
record at the close of business September 11, 
ve if 

Transfer books will oot pe Re 

: DUNCAN, Treasurer. 











Deep Into The Interests 
of REAL BUSINESSMEN 


By carrying its analyses of business 
and industry further than other pub- 
lications—down to the dollars and 
cents value of their securities—THE 
MaGaAzInE OF WALL Street reaches 
deep into: the real interests of 
Businessmen. 
Doing so, it provides a superb me- 
dium for the advertising message of 
many a company. 
Is yours among them? 

The Magazine of Wall Street 

AND BUSINESS ANALYST 

90 BROAD ST. NEW YORK, N. Y. 
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1935 1936 1937 
M High Low High Low High Low 
McKesson & Robbins. . La. | 5% 14%, 852 16% 125% 
Mesta Machine...................... 425% 2414 65 40%, =" 58 
Minn. Honeywell................... be sini te 2 65 96 
Minn. Moline Power................. 7¥, 3% 1234 61% 18% 11 
Monsanto Chemical.................. 94% $5 103 79 108 R85 
ES PE ORT. 5 oko ccc ccecccsues 40% 2134 68 353% 48 
PN coos oo aws sees pune 2134 4, 22%, 14 20% 1014 
N 
MND es os Sy oso ysaes coe sad pate — pe 245 16% 
PUNE OREO. 5s ac ecccscecccseee 3634 224%, 3834 283/, 33 22 
National Cash Register................ 2314 13) 325 211% 38 14 29%, 
National Deiry Prod.................. 221, 12% 281, 21 26% 18% 
National Distillers.................... 3414 231% 333 2552 35 271 
RE ee ets ae 36} 26% 44 30: 
National Power & Light............... 143 ay; 14/4 9% 14%, 8X 
oS ee 8334 403 78 5714 99% 70 
LA SS eee jo 181% 83 32% 98) 69 
Newport Industries................... 10% 43, 40 9 41%, 28 
eee 9 351 23% 34% 21 
North Amer. Aviation............... 72 2 144% 6% 1734 9¥26 
Oo 
EE eee re ee 14%, 9% 8 121%, 22% 1714 
SUI CEA Ps oo caves hs auwn ose 5% 17% 4% 2034, 121% 243/44 141, 
P 
Pacific Gas & Electric................. 31% 131% 1 3034 38 281f 
Packard Motor Car................... 7% 31% 133% 6% 124% 7) 
Paramount Pictures................... 12 8 5 7% 283, 16 +4 
Sk aaa ere 843, 57% 1121 103% 85 
nr... 28% 12% 565%, 255% 59% 40 
Phillips Petroleum................... 40 2% 5234 381% 64 49% 
Procter & Gamble. ..............0.2- 53% 56 40%, 651 55} 
Public Service of N. J....... cee. 4% 501 9 523, 36% 
SR el a ab. Ge evs owes 52% 39% 69 36% 72% 5134 
PINS BLN s dw osss exe sae ke cnd 17 5% 24% 6 24 4, 1658 
R 
Radio Corp. of America. ............. 13% 4 144%, 9% 1234 yA 
Radio-Keith-Orpheum................ 1% 10% 10% 6% 
Remington Rand..................... 20%, 7 25 171 291 21 
FS eee 20%, 9 29%, 164% 41% 271% 
R eynolds (R. J.) Tob. CI. B............ 585% 431, 6014 50 58 49 
Ss 
MN ogo ong Sc acu ue sce 46 315% 495/ 27 31 
Schenley Distillers................... 56%, 22 55% 37% 51% 385% 
EE ae eee 697%; 31 10114 59% 98%, 
Lo (A > eee 12% 1% 193, 11% 17% 12 
Shell Union OW... 222, 16% Sih 881,s«iéA4z,Cté‘i«é CCS 
Socony-Vacuum Re ee pee 1534 1052 1714 1214 23% 16% 
NE a o65cbsesbuose cue 43%, 11412 63 28%, 191 
Ll) eS eee 191% 121 18%; 1434 161%, 11% 
St DI ooh een aL y 1 9 514 144 5% 
St 1k ae 41% 273%, 47 i, 35 50 39% 
Standard Oil of Ind........... 1.2... 33% 23% asi 32% 50 40%, 
>t | |e Se ee eee 52% 35% 103, 511% 76 631% 
DUMRNUDT 5:5 ss 8 6c Sie :a a 0:05 0 5 cin’ 18 yA 6% 241 161% 21 17 
ee See 151; QI 30%, 145, 335% 17 
ee 10%, % Sh % 20 12 
i ER ee nee eee Oe 601%, 91 7 77% 65 
T 
MD cs ons cence ek eecas 30% 16) 55% 28% 65% 503; 
Texas Gulf Sulphur................... 36%, 283, 443, 33 44 33%, 
Texas Pacific Coal & Oil.............. 9% 3% 151% Ih 165 113% 
Tide Water Assoc. Oil............... 15% yb 2134 143, 21%, 153 
Timken Detroit Axle................. 1314 4% 27% 121, 28% 173, 
Timken Roller Bearing................ 72% 2834 74 56 79 55 
Twentieth Century-Fox................ 24% 13 38% 221% 40%, 30%, 
U 
Underwood-Elliott-Fisher.............. 87% 533%, 102% 745, 10014 73 
Union Carbide & Carbon.............. 15%, 44 105% 71% 111 95 
LOSS |) eee 24 143%, oat 203%, 28%, 227%, 
CS SS eee 30% 9% 323 20% 351% 231% 
err cay cee 78 46 9654 68 91 693% 
Nn Sons occu w oes o 0% 73 114 9% 53% 8 
EME Ses cays cin esus tues ot soos 925%, oo” 87 66% 863, 75 
Peer ee 1814 9%, 44 141 17 
SSS eer 40% 12514 80% 137 10314 
U.S. Industrial Alcohol.............. 505, 3514 9 3114 435% 28 
U. S. Pipe “eee eee 225% 1434, 63%; 21% 72% 441% 
Lh SS eee ee ree 17% 91f 493, 16%, 724 44, 
U. S. Smelting, Ref. & Mining......... 1241, 9134 103%, 72%, 105 78 
| . “a= er 50%, 27% 19% 463/ 12614 75 
[ES | * ere 11914 73% 154% 11514 150 12614 
ites Pw. O414,A................ 4%, 1 7 3% 4% 1% 
WME, svn euch ssn GensaNesesdeew 21%, 11% 305 16% 39% 241 
Ww 
NE eg ata vin ‘ i 123 51% 183, 1114 
Warner Brothers Pictures.............. 103, 2%, 133 9% 18 1 14 
Western Union Tel................... 717% 20% 96%, 721 831 41, 
Westinghouse Air Brake.............. 35%, 18 50% 345, 57%, 40% 
Westinghouse Elec. & Mfg............ 9834, 325%, 1531% 94) 167% 13014 
=...) 12 Sree 9% 3% 11 6% 124%, 814 
Se Se ean 6514 51 71 444, 655% 4334 
Worthington Pump & Mach........... 25% 113% 36%, 231% 47 30% 
Y 
Yellow Tr. & Coach, B................ 9% 256 231%, 8%, 373% 201/ 
Youngstown Sh. & Tube.............. 47, 3 87%, 41%, 101% 7145/4 
Zz 
RAEDNNNG Siok os ose succcserenrs 145, 14 423, 111% 42% 30 


a Cash or Stock. * Not including extras. 
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(Continued from page 580) 


cion, for minority strikes depend on 

so-called “mass picketing.” 

To my knowledge bona fide unions 
never call other than very minor 
strikes by less than majority vote. 
Usually the requirement is 60 per 
cent or higher. No strike not more 
than 60 per cent effective is ever 
won, unless “mass picketing,’ a 
sweet term for mob picketing, is 
permitted, or actually encouraged 
by officials sworn to enforce the law. 

It is on “mass picketing” or mob 
picketing that radical unions such 
as make up the CIO depend. 

There is danger as the far-seeing 
labor man visualizes that through 
the use of “mass picketing” all pick- 
eting may come to be prohibited, 
for, as matters stand today, there is 
no such thing as what we used to 
term “peaceful picketing.” 

Senator Vandenberg is on sound 
ground when he calls for prohibition 
of assessments on members for polit- 
ical purposes. Such assessments are 
never popular. They are forced 
from the top. The only difficulty 
with the proposition is that it does 
not go far enough. To mean any- 
thing it would have to_ prohibit 
unions contributing to political par- 
ties just as corporations now are. 

“Off the record” labor men con- 
cede that in principle and practice 
there is no real difference between 
the Republican party of Theodore 
Roosevelt’s day being in hock to the 
“practical” E. H. Harriman, and the 
Democratic party of Theodore’s cou- 
sin, several times removed, Franklin, 
being in hock to the equally “prac- 
tical” John L. Lewis. 

The only difference as they see it, 
is that Harriman demanded less for 
his money than Mr. Lewis is now 
demanding. 

They are not worried because un- 
der the Wagner-Connery Act em- 
ployers are not compelled to sign 
agreements. Under the Constitu- 
tion, as their lawyers tell them, the 
government lacks power to compel 
an employer to sign any contract. 
And, anyway, they do not need 
them. 

There are those who will question 
if not challenge my assertions that 

Mr. Lewis is in retreat from his Mos- 
cow. To those it is only fair to say 


AUGUST 28, 1937 


that we have had such movements 
as C I O before and that such move- 
ments, like measles, follow a clear, 
well defined course of three stages. 

The Industrial Workers of the 
World, on which C I O is largely 
modeled, is the most recent example. 

The first stage is a wave of hys- 
terical organizing, accompanied by 
blazing headlines in the papers and 
jitters among our “best citizens.” 

The second stage is violence and 
dynamiting, and quarreling among 
the leaders. 

The third stage is degeneration. 

Lewis has gone through the first 
stage. He has put on a good show, 
just as “Big Bill” Haywood put on 
a good show after the turn of the 
century when the I W W. had 
1,000,000 members. 

The second stage in the I W W af- 
fair came when the great mining 
regions of the Rockies were in a 
state of siege and governors were 
being blown up while on the Atlantic 
seaboard, the great industrial City 
of Lawrence, Mass., was under mar- 
tial law, a few of Haywood’s aides 
were in jail charged with murder, 
and others of them were quarreling 
ever spoils and power, the beginning 
of the third stage. 

Mr. Lewis has passed through the 
first stage, is now passing through 
the second and entering the third. 

All men know of the dynamitings 
and violence in Johnstown, Pa., and 
eisewhere. 

Few know of the battle in the 
United Automobile Workers between 
the Rev. Homer Martin who is find- 
ing labor leading infinitely more 
profitable than Bible thumping, and 
a darling of the Communist party, 
for the union presidency with the 
odds, as this is written, favoring the 
out and out red. Some there are 
who know of the fight over funds 
in another C I O organization and 
the public charge of absconding that 
followed. 

Save in the inner circles of labor 
and the cafes of New York’s East 
Side, few know of the murderous 
battle between the leaders of the 
Amalgamated Clothing Workers and 
the International Ladies Garment 
workers which, with Mr. Lewis’s own 
United Mine Workers, make up the 
financial backbone of the C I O. 

Mr. Lewis is unable to compel 
comrade Hillman of the Amalga- 
mated to respect the jurisdictional 
rights of brother Dubinsky of 


the International, who months ago 





ceased to pour cash into the CI O 
treasury and showed unmistakable 
signs of wishing to return to the 
mother organization—the A F of L. 

How long Lewis and Hillman will 
be bedfellows is also a matter of 
doubt with those who know the two 
men. Lewis must be King or he 
wont play. Hillman, less well 
known, is as domineering as Lewis 
has ever been and is not the kind 
who takes orders easily. Relations 
are not as cordial now as they were 
for Hillman has resented Lewis’s ad- 
vice to make full peace with Du- 
binsky, and Lewis resents being 
made to appear as obeying Hillman’s 
demand that he keep out of the 
New York situation. East Side New 
York and Columbia Heights, which 
know Hillman best, wonder how 
long it will be before he will do to 
Lewis what Lenin did to Kerensky. 
They think they see the beginning 
of this in Hillman’s calls at the 
White House where Lewis is now so 
seldom seen. 

While all this has been going on 
the American Federation of Labor 
leaders have been quietly attending 
to their own knitting. 

The Federation has consistently 
gained in membership and it need 
not be surprising if when it as- 
sembles in convention in Denver 
next October it has as many dues- 
paying members as it had in At- 
lantic City in 1935 before Lewis and 
others decided to take a walk. 

It has had few strikes compara- 
tively speaking, and very few direct 
conflicts with C I O. 

The A. F. of L. strategy has been 
simple. The seasoned veterans who 
rule its destinies have very largely 
been content to let Mr. Lewis fight 
himself out. Their real opinion of 
Lewis’ prospects was voiced by Pres- 
ident Green a year ago in an address 
before The National Press Club 
when he said, apropos of Lewis: 
“Against the advice of his_ best 
friends Napoleon would go to Mos- 
cow.” They felt, as they now feel, 
that sooner or later the breach will 
be healed, that Mr. Lewis will come 
back when he is ready but not on 
his present terms. Some of his as- 
sociates will not be received on any 
terms. 

What they contemplate is, to use 
the expression Frank Munsey in- 
variably used when he killed a news- 
paper: “A merger of the C I O and 
the A. F. of L. combining the best 
features of both.” 
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Answers to Inquiries 





(Continued from page 616) 


in preferred stock dividend ar- 
rearages to be dealt with. The 
optimism regarding future earning 
power evidenced in the present 
quotations for the shares, however, 
is justified in our judgment. There is 
certainly no doubt to be entertained 
regarding the potential market for 
locomotives. American Locomotive 
had orders on hand for only 19 
locomotives at the start of 1936, 
delivered 65 new engines carried over 
from unfinished orders during the 
year, and in April of 1937 reported 
unfilled orders for locomotives on 
hand at 211. American railroads, 
in order to attain the maximum 
of operating efficiency and_ to 
modernize equipment, must enter 
orders in heavy volume for locomo- 
tives. It has been estimated that 
less than 20% of the locomotives in 
use are truly modern and nearly 
half are considered obsolete by 
present day standards. It is not the 
need to buy but the ability to buy, 
that constitutes the most important 
single factor in the outlook for loco- 
motive builders; and that of course 
boils down to the earning power 
and the financial condition of the 
roads, present and prospective. We 
have then to consider, in the final 
analysis, the outlook for increased 
industrial activity, spending for 
government projects, and agricul- 
tural prosperity, since they are the 
factors on which the prosperity of 
the railroads rests. Granting pros- 
perity to the buyers of railroad 
equipment, the equipment manu- 
facturers will prosper, especially 
since there is a very strong incentive 
for the railroads to use surplus 
earning power in building up the 
cfficiency of their operations through 
the acquisition of improved and effi- 
cient equipment. Business volume 
of American Locomotive is expand- 
ing, earnings are increasing, but 
they still fall far short of figures 
which could be registered if devel- 
opments continue favorable in char- 
acter. American Locomotive shares 
can sell higher. We think the 
chances that they will are reason- 
ably good. We would consider the 
stock a good speculation at present 
price levels. 
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North American Aviation, Inc. 


I have 150 shares of North American 
Aviation, bought at an average of 18%. I 
am disturbed that this stock is now selling 
around its low for the year, and will appre- 
ciate anything you can tell me about the 


outlook—C. C., Dayton, Ohio. 


Operations of North American 
Aviation to date have failed to reg- 
ister much in the way of earnings, 
although the trend currently seems 
to be running in the right direction. 
True, the report of the company for 
the six months ended June 30, 1937, 
revealed a profit of only $66,832, 
equivalent to 2 cents a share on the 
capital stock, against one of $86,027 
or 3 cents a share a year before. 
Nevertheless, these figures do not 
give a clear picture of the improv- 
ing position of the organization, 
since costs incident to development 
of new business have been high, and 
this situation naturally has retarded 
profits. It is important to note, 
however, that the company is mak- 
ing steady progress in the industry 
as is witnessed by the report of un- 
filled orders on hand. As of June 
$0, 1937, the manufacturing and en- 
gineering divisions of the company 
reported orders on hand amounting 
to $8,068,322, which compares with 
only $1,190,390 a year before. The 
company’s manufacturing division 
at Inglewood, Calif., has recently 
been expanded and is now in a po- 
sition to handle orders on a large 
production basis. Plane deliveries 
during the first half of the year are 
understood to have been limited to 
six, but since that time production 
has been considerably increased and 
it is estimated that deliveries for the 
full year will total close to 220 
planes, involving some $3,000,000. 
The planes manufactured are de- 
signed solely for the Army and 
Navy Air Corps of the United 
States government and from the 
orders already received, it would 
seem that development costs on this 
business will prove very worthwhile 
over a reasonable period of time. 
In the other division of the com- 
pany’s business, namely, the opera- 
tion through Eastern Air Lines of a 
transport business, both passenger 
and mail services are rendered over 
routes from Newark to Miami, 
Newark to New Orleans and Hous- 
ton, and Chicago to Jacksonville. 
Traffic volume over these lines has 
been showing very satisfactory 
progress, although as is the case 


with practically all companies oper- 
ating in this field, lower rates and 
higher operating expenses have thus 
far failed to be offset by an increase 
ia volume business to any great ex- 


tent. Nevertheless, indications are 
that this business will ultimately be 
established on a worthwhile profit 
basis. In the meantime, North Amer- 
ican Aviation enjoys a strong finan- 
cial condition, which will enable it to 
actively compete for both transport 
and manufacturing business. Indi- 
cations point to earnings for the full 
vear 1937 well above the nominal 
figure recorded last year. Dividends 
on the stock do not appear in pros- 
pect for some time ahead, but for 
one willing to exercise a degree of 
patience, the shares would seem to 
offer excellent speculative possibili- 
ties and on that basis we are advis- 
ing retention of vour holdings. 





Hercules Powder Co. 


As a new reader of your Magazine, I will 
appreciate your comment on Iercules Pow- 
der. Will the new financing now contem- 
plated affect the outlook in any way? For 
your information I have 50 shares bought at 
59.—V. N. N., Philadelphia, Pa. 


In its proposal to issue rights to 
stockholders as of September 14, 
1937, at the rate of one share for 
each ten held at a price of $75 a 
share, Hercules Powder plans to re- 
plenish working capital and to pro- 
vide funds for expansion. A new 
cellulose acetate plant is now near- 
ing completion. The products of the 
company enjoy a broad demand 
from a large number of industries. 
Accordingly, the fortunes of the 
company fall definitely in line with 
industrial and trade activity. In 
1936, explosives accounted for 28% 
of sales volume. Other important 
divisions of the company include: 
chemical cotton, nitro - cellulose, 
naval stores, paper-makers’ chemi- 
cals and miscellaneous special and 
heavy chemicals. The roll-call of 
consuming industries includes: min- 
ing, construction and agriculture; 
rayon and coated textiles; plastics 
and lacquers; automobile and fur- 
niture; paper, rubber, leather, floor 
covering and soap; photo-engrav- 
ing, boot and shoe and other indus- 
tries. Research activities give prom- 
ise for product development, for 
instance: naval stores are being ex- 
perimented upon, with a view to 
making organic chemicals somewhat 
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similar to coal-tar derivatives. Earn- 
ings in the first half were reported 
at $4.70 a share against $2.51. Divi- 
dends paid in 1936 aggregated $5.25 
a share while earnings amounted to 
$6.33 a share. Geared to broad trade 
conditions and favored by increas- 
ing uses of its products, Hercules 
Powder has prospects more clearly 
defined than many other enter- 
prises. Earnings progress is rela- 
tively assured and we would con- 
sider it inadvisable to relinquish 
holdings now. 





American Brake Shoe & Foundry 
Co. 


Would you buy American Brake Shoe at 
current levels? Because of its considerable 
recession this year, and because earnings ap- 
pear favorable, I would like to add to my 
present stock which I bought around 50.— 
D. F., Louisville, Ky. 


Earnings of American Brake Shoe 
& Foundry Co. rolled up to $1,080,- 
240 in the first half of 1937 from 
$565,542 reported for the initial half 
of the previous year. Capitalization 
changes were effected during the 
year with the result that 758,156 
shares of the common were out- 
standing as compared with 611,692 
shares. Thus, per share earnings, 
after preferred requirements, 
amounted to $2.29 for the half, ac- 
cording to the recent report. The 
preferred shares are convertible into 
two shares of the common and there 
remain outstanding 55,193 shares of 
the senior issue. Financial position 
is comfortable with no funded in- 
debtedness and with cash alone well 
in excess of all current liabilities. 
Railway products account for 65% 
of sales, automobile items are im- 
portant and castings and forgings 
are side-lines. As a manufacturer of 
brake shoes and related products, 
carloadings are an index of prob- 
able business volume. Brake shoes 
and linings, bearings, fan belts and 
radiator tubes are made for the 
automobile trade. The company 
participates in the fortunes of Bucy- 
tus Erie Co., manufacturer of ex- 
cavating machinery, to the extent 
of 112,800 shares held. Bucyrus 
Erie is doing well although the work- 
ing capital position of the company 
is such that current earnings could 
well be used to build up liquid 
funds. A measure of hesitation has 
settled upon railway customers 
pending appraisal of the effects of 
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wage increase proposals and the de- 
sired increase in freight rates. With 
volume movement of traffic holding 
up well, the prospects for American 
Brake Shoe over the longer term 
are interesting and present quota- 
tions appear to offer an advantage- 
ous opportunity to add to specula- 
tive holdings. 





Miami Copper Co. 


Now when there is renewed talk of higher 
prices for copper, and when Miami Copper 
is one of the few low priced copper stocks 
still available, would you consider its pur- 
chase—K. W. A., Chicago, Ill. 


Miami Copper Co. is one of the 
higher-cost copper producers, with 
extensive mines located near Globe, 
Arizona. From 1926 to 1931 the 
average cost of production varied 
from 7.63 cents to 11.05 cents per 
pound. The mines were closed in 
May, 1932, and resumed operations 
gradually from July, 1934. Oper- 
ations of the company in 1936 were 
carried on at an average cost of pro- 
duction of 9 cents a pound of copper, 
while the average selling price was 
9.47 cents a pound. As you may 
know, present quotations for the 
metal are rather firm at about 14 
cents a pound. Many of the leading 
consumers of the red metal are es- 
tablishing record demands and if the 
utility situation is clarified, further 
takings in large measure by the pub- 
lic utility industry are in prospect. 
There is in effect a four-cent copper 
import duty which is extremely im- 
portant to the company. Last year, 
the company produced 51,025,000 
pounds of copper and reported a 
net of slightly less than $56,000 or 
7 cents a share on the outstanding 
stock. In the previous year, a loss 
of $176,985 was incurred. The 





financial position of the company 
as of December 31, 1936, was 
satisfactory, with cash and mar- 
ketable securities approximating 
current liabilities and with current 
assets nearly three times current 
liabilities. As to dividends, the 
stockholders were advised at the 
annual meeting in April that it was 
the intention of the management to 
retire notes payable amounting to 
about $300,000, before paying divi- 
dends and that dividend action 
would be dependent upon copper 
prices. The mines have been oper- 
ating close to capacity for some 
time. Expectations for this equity 
should be tempered by appreciation 
of its speculative nature. Present 
commitments might be held as a 
temporary expedient, but new com- 
mitments could probably be made to 
better advantage in other issues. 





Underwood-Elliott-Fisher Co. 


I am informed that you look favorably 
upon Underwood-Elliott-Fisher. I am think- 
ing of purchasing stock in this company for 
investment and I will be grateful for any- 
thing you might care to tell me about its 


position and prospects—L. S., Baltimore, 


Md. 


The quite discernible trend toward 
bigness in both business and govern- 
mental work during recent years has 
steadily increased the demand for 
specialized office machinery. The 
depression naturally necessitated re- 
trenchment, but with business activ- 
ity again on the upgrade, there is a 
corresponding increase in sales of 
tabulating, accounting and other 
types of office equipment. Because 
of its strongly entrenched position 
in this field, Underwood - Elliott - 
Fisher has been one of the chief 
beneficiaries of this improvement. 
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The report of the company cover- 
ing the six months ended June 30, 
1937, revealed a sizable improve- 
ment over a year before, with net 
profit of $2,576,409, or $3.51 a share, 
comparing with $1,486,625 or $2.08 
a share on a slightly smaller com- 
mon stock capitalization the year 
before. Not only does the company 
maintain sales and service offices 
throughout the United States, but 
it enjoys virtually a worldwide mar- 
ket for its products, with from 35% 
to 40% of production being sold 
abroad during normal years. Finances 
of the company have been well 
maintained and working capital is 
sufficient for all ordinary require- 
ments and such additional develop- 
ment and research work as_ the 
management would deem to be nec- 
essary. 

Of favorable significance to the 
company currently is the desire on 
the part of business managers to re- 
duce overhead expense through the 
acquisition of the modern and highly 
efficient office equipment manufac- 
tured by the company, while the 
recording of data by the local, State 
and Federal governments is definite- 
ly on the increase. In considera- 
tion of the possibilities of expansion 
in the business and the favorable 
earnings record to date, we regard 
Underwood-Elliott-Fisher in a dis- 
tinctly favorable light, and feel that 
the capital stock would prove a 
profitable addition to your account 
from the standpoint of income and 
market possibilities. 


Schenley Distillers Corp. 


I have been holding Schenley Distillers 
Corp. shares and have been pleased with 
the return from them. Now I am told over- 
production in the industry is a serious haz- 
ard, and I need your advice. Shall I con- 
tinue to hold for income and also apprecia- 
tion?—S. T. B., New York, N. Y. 


Not exactly over-production, but 
the building up of a capacity to 
over-produce in the future, is, we 
believe, the most serious risk con- 
fronting the liquor industry. The 
incentive during the years that have 
elapsed since repeal of prohibition 
to accumulate stocks of liquor for 
aging has resulted in a capacity 
to produce which eventually may 
exceed normal consumption. The 
ultimate adjustment of production 
capacity throughout the industry 
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to normal consumption will require 
the exercise of ingenuity on the part 
of the management. It constitutes 
an uncertainty and consequent risk, 
but the sharp decline in whisky pro- 
duction evidences recognition of this 
weakness and efforts to control prod- 
duction seem likely to become suc- 
cessful. 

Such concerns as Schenley, which 
deserves rank among the most im- 
portant and the strongest financial- 
ly, should be able without suffering 
severe reverses to make the neces- 
sary adjustment. It is believed that 
the company contemplates funding 
bank loans, incurred in the process 
of building up aging stocks, through 
issuance of a convertible security. 
While this would tend to dilute fu- 
ture share earnings, it would com- 
pensate by fortifying the financial 
status. 

Thus far the record of Schen- 
ley management in forging to the 
front in sales and in maintaining 
comparatively good earning power 
throughout the initial period of re- 
vival of the industry in this coun- 
try, deserves the confidence of in- 
vestors who are interested in the 
longer term possibilities by way of 
a return and possible appreciation 
on that portion of the capital so 
committed. The growth in sales 
during the past three years (1934 
through 1936 inclusive) from about 
$40,000,000 to about $82,000,000 
testifies to the effectiveness of the 
aggressive sales programs which this 
company has undertaken. For the 
six months period ending June 30, 
this year, Schenley reported a net 
profit of $3,400,000 approximately, 
against $3,065,000 for the corre- 
sponding period in 1936, per share 
earnings respectively at $2.32 a share 
and $2.52 a share, the apparent dis- 
crepancy being accounted for by the 
larger number of common. shares 
outstanding at the end of June 30th 
this year. 

There is in_ these 
couragement to the expectation 
of continued dividend  disburse- 
ments at current rate, and if you 
have been satisfied with the return 
on your investment in the past, and 
assuming you are willing to face the 
uncertainties suggested above, you 
would be fully justified in retaining 
your holdings for continued income, 
and eventually, assuming develop- 
ments to be favorable, price appre- 
ciation. 
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to some extent. 

On the other hand, the stock of 
the Union Carbide and Carbon 
Corp. has never been cheap statis. 
tically. Had one bought it at the 
absolute low of the depression, pay- 
ing $1544 a share, this would still 
have been almost sixteen times the 
year’s earnings. If it can be as 
sumed that twenty times its annual 
per-share earnings represents “nor- 
mal” for the issue, then one may 
logically conclude that $100 a share 
is not too much to pay at the pres- 
ent time. 





How Inventions Will In- 
fluence Future Business 
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or cellulose origin, are a grim threat 
to scores of substances heretofore 
produced by physical rather than 
chemical processes. Think of the 
changes that may be worked in the 
vast field of the forest and the forest 
product industries if chemicals are 
to supersede axes and saws! Al- 
ready the plastics are replacing 
many metals even while new indus- 
tries rise on the endless succession of 
new alloys! No wonder there are 
serious thinkers who urge a mora- 
torium for invention, prohibition 
for patents, and destruction for new 
machines. 

The wonders that may flow from 
television have long been extolled 
and contemplated. “Talking books 
may come as a boon to the blind, but 
with such revolutionary effects up- 
on libraries, the printing and pub- 
lishing businesses; and, together 
with the talking picture and tele- 
vision, may effect radically schools 
and the educational processes, and 
all the economic involvements re- 
lated thereto. 

Even a feeble imagination can 
get a lot of exercise from the con- 
templation of the industrial effect 
of successful and inexpensive pro- 
duction and distribution of steep- 
flight airplanes. Then the “chicken 
in every pot” of Henry IV of France. 
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the “motor car in every garage” of 
the present, will be complemented 
by an “airplane in every back 
yard.” 

Reaching casually into the grab- 
bag of calculation, conjecture, and 
information, which the Technology 
Committee pours out most bewilder- 
ingly, regarding the effects of im- 
pending change upon some key in- 
dustries (with the focus set at 20 
years), the mineral industries can 
be counted on to supply for ten 
years all the fuel and all mineral raw 
material that the world can con- 
sume, at about the same price levels 
that prevailed during the 1920's. 
But they will have no happy, peace- 
ful existence. Demand shifts will 
dance through the decade, prices of 
individual minerals will bob around 
like jumping-jacks. In_ localities, 
deposits will play out, and the wails 
of stranded populations will be heard 
in high heaven. The tough phase of 
increasing cost will be reached, and 
much of the world’s mineral indus- 
try “must pass into the stage where 
the gains of technology can no 
longer suffice to offset the increased 
handicaps of nature.” Conservation 
will be the watchword. However, 
output per man will continue to in- 
crease—at a slower pace. Alterna- 
tion and substitution of supplies will 
be marked. On the whole, employ- 
ment will probably increase here. If 
metals are harder to win, more fuel 
will be required; oil and gas may fail 
to meet expectations, and coal will 








then be crowned again. Bigger 
plants are indicated—and larger in- 
vestments. 


“Mechanical power has trans- 
formed the world in the past cen- 
tury,” and is to continue on the job. 
In 1935 the domestic consumption 
of electricity was about 14,000,000,- 
000 kilowatt hours, yet vast areas 
of industry and territory are almost 
untouched. Compare the mechanic- 
ally powerless time of Watt with this 
day of 714 million electric refrigera- 
tors, 1614 million vacuum cleaners, 
1014 million electric washing ma- 
chines, 1614 million electric toasters, 
2014 million electric irons, and 22 
million radios, 2214 million automo- 
biles, ete., ete—. From 1902 to 
1934 the electric utility industry 
enlarged its income from the sale of 
energy to consumers from $84,000,- 
000 to $1,921,000,000. The per 
capita use of electricity is increasing 
15 times as fast as the population 
growth of the country. 
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Apparently colliding with some of 
its technological unemployment con- 
clusions, the Report concedes that 
while every person in the United 
States has 10 horsepower of me- 
chanical slaves working for him— 
equivalent to 400 million human 
slaves, altogether, the number of 
wage earners in the United States 
has nearly doubled in a generation. 
Yet if the electric motor develops 
in the next 25 years as it has in the 
last, it will be possible to produce 
so many more things at less cost 
that mankind should be swamped 
with abundant life and a multitude 
of new jobs. Among the electrical 
applications yet to come on a big 
scale is the  photo-electric cell, 
which promises to give us an ap- 
proach to manless factories. 

On the other hand — appalling 
thought—electricity may be super- 
seded by some other method of 
lighting, vastly more efficient. Con- 
sider the firefly and remember that 
the mysteries of “cold” light have 
yet to be explored. How about 
vapor illumination? The mercury 
vapor light is yet only in its infancy. 

Turning to agriculture, the scien- 
tists may be imagined as saying: 
“Just wait and see what is going to 
happen there, when the country side 
gets its share of modern gadgets.” 





Practically all of Holland’s farms are 
already electrified, only 12% of 
America’s. What the American 
farmer can do when he covers his 
farm with electrical appliances can 
be inferred from what he has done. 
In the year the Constitution was 
framed, 1787, it took all the surplus 
food produced by 19 farmers to feed 
one city person. Nowadays, 19 
farm people produce enough food 
for 56 urban persons, and 10 foreign- 
ers. Between 1910 and 1930 the 
farm worker’s productivity  in- 
creased more rapidly than that of 
the industrial worker. If farmers 
are to become persons of higher 


living standards, there will be 
fewer of them. Where will the sur- 
plus go? 


And don’t forget “tray farming,” 
which is farming without farms. No 
soil is needed. The plant dangles its 
roots in troughs of plant-food chemi- 
cals, nicely adapted to its needs, and 
substitutes a coat hanger for the 
soil as support. 

It looks as if, along with artificial 
weather by means of air-condition- 
ing machinery, we may have the 
contrary influence of weather dis- 
armed by long-range knowledge of 
its habits. If you know you are go- 
ing to have a drought in Kansas in 
July, 1938, you may give the 
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Price Range 
— A — Recent 

Name and Dividend High Low Price 
Alum. Co. of Amer.......... 177% 120 154 
Amer. Cyanamid B (.60)...... 37 265% 3614 
Amer. Gas & Elec. (1.40)..... 483, 281, 33% 
Amer. Lt. & Tr. (*1.20)....... 261, 171, 18%, 
Amer. Superpower........... 3 1% 1% 
Assoc. Gas & Elec. "A"..... 514 2p 25/2 
CHASE SITIOS «65 oisccccccv in 53% 25 3 
Cities Service Pfd............. 60 39 43%, 
Colum. G. & E. Pfd. (5)...... 104%, 62 6714 
Colum. Oil & Gas ({.20)..... 10% 534 734 
Commonwealth Edison (new)... 31% 30% 31% 
Conteh CORE <5.5505- 0 scc 5s 115% TY, 10% 
Consol. Gas Balt. (3.60)...... 891, 64 781 
Creole Petroleum ({.50)...... 383%, 28% 37 
Eagle Picher Lead ({.30)...... 27%, 17% 21% 
Elec. Bond & Share.......... 281, 13% 18% 
Elec. Bond & Share Pfd. (6)... 871% 66% 72 
Ex-Cell-O A. & T. ($.40)..... 27%, 18%, 20 
Ford Mot. of Can. "A" (1)... 293%, 21% 24% 
MII WINE i5-s cock cacwaws’ 38%, 18% 261% 
Glen Alden Coal (¢.121%).... 15 9 101 
Gulf Oil of Pa. ($.50)........ 63% 50 58 
Hecla Min. ($.70)........... 25% 153% 18% 
Hudson Bay M. & S. (1.75)... 42 254%, 33% 
Humble Oil (11.3714)....... 87 72 84 


Price Range 
Bin cs St 


Name and Dividend High Low Price 
Imperial Oil (*.50)........... 24% 20 20% 
Jones & Laughlin............ 1261, 905% 112 
Lake Shore Mines (*4)....... 59%, 46142 50% 
eI RI ora. v n 0:4 0.0 0:6 0-010: 16% 9%, 13% 
Molybdenum..............-. 1134 814 9% 
National Bellas Hess......... 314 15% 2 
National Sugar Ref. (2)....... 28 225%, 23% 
New Jersey Zinc (*2)........ 94% 72 8334 
Niagara Hudson Power....... 16% 9%, 13% 
Niles-Bement-Pond ({1.50).... 593%, 40 59% 
No. Am. Rayon "A" (11.50). 5114 353%, 49% 
Pan-Amer. Airways (1)....... 75% 59 651 
Pantepec Oil............... 9% 51% TV 
Penroad Corp. (1.25)......... 53% 31% 346 
Pepperel Mfg. (*6).......... 151 109 118 
Pitts. Pl. Glass ($4.50)........ 14744 114% 123 
Sherwin-Williams (*4)........ 154%, 118 133 
South Penn Oil (*1.50)....... 56 42 5514 
Technicolor ({.50)........... 34 18% 30 
United Gas Corp. :.......5...5.: 13% 1h 9% 
United Lt. & Pw."A"....... 113% 4% 6% 
United Lt. & Pwr. PF......... 15¥e 33%, 47 


t Paid this year. 
* Not including extras. 
t Paid last year. 
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weather a laugh. The farm has been 
the source of foods, food-stuffs, and 
feeds. Hereafter it will be the vesti- 
bule to the factory. 

Transportation will change in the 
future more as to the nature of the 
traffic than its tonnage. Decentrali- 
zation of industry is far on the way. 
Long-hauling is declining, cross- 
hauling is waning. “While no great 
new heavy industry (to make freight 
traffic) has appeared on the horizon, 
a prediction is quoted that the next 
few decades will bring a great rise in 
passenger traffic, interurban and in- 
ternational, and (listen ye investors 
in railway stocks) this increase will 
have to be carried primarily by the 
railroads.” The “purfessers” have 
no intention of retiring the highway, 
or the automobile: and while they 
can’t make up their minds as to 
whether a trailer is a house or a 
vehicle, they are evidently not 
alarmed by Mr. Babson’s prediction 
that half the population of the 
United States will be living in trail- 
ers within the next fifteen or twenty 
years. Whether the automobile men 
are to get the trailer business, or it 
will be taken over by a new group 
of industrialists, remains to be seen. 

Water transportation will persist, 
like the railways, but the pipe lines 
will bear watching by their rivals. 
Also, the present types of locomo- 
tives will have to watch out for tur- 
bines and Diesels. Steam locomotives 
are given at least 20 years life on the 
railways in respect to freight, and in 
the meantime they will help bring 
te the rails a good share of the busi- 
ness now handled by other agencies. 
Passenger trains will frequently run 
faster than 70 miles per hour, and 
many freight trains will go two- 
thirds as fast as that. Roadways 
will have to be rebuilt, but on the 
other hand, railway branches will be 
extirpated, in many instances, in 
favor of the truck. 

As for air transportation, the 
gazers - into- the-future see great 
probabilities of growth, and find that 
the effect of aviation on employment 
will be beneficial; as the construc- 
tion, operation, and maintenance of 
aircraft, and their high obsolescense 
and comparatively short physical 
life are favorable employment fac- 
tors by any railroad standards. 
More and more, long-distance pas- 
senger transportation will take to the 
air—and, unlike freight, passenger 
business can be created. 

The communications: — Teleg- 
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raphy gets better and better, and 
bigger and bigger, and its field of 
service ever widening. Telephony, 
both wire and radio, will flourish 
more and more. Undeveloped 
methods, inventions only slightly 
used as yet, and inventions that will 
be made, will transform telephony 
and its business milieu, including 
broadcasting. 

As for the chemical industries, 
their day of glory has come. Let us 
merely mention cellulose, lignin, 
kraft paper, coated fabrics, insula- 
tion, water treatment and sewage 
disposal, synthetic rubber, plastics, 
quick freezing, insecticides and 
fungicides, solvents, paints, varn- 
ishes, lacquers, ceramics, detergents, 
and fermentation industries. 

Construction in the world to 
come:—That is a big order. It is 
enough to say that the protean con- 
struction industry will have all that 
it can do for decades to come in a 
world that is obviously determined 
swiftly to rebuild itself, and amaz- 
ingly differently. 

A big-town time comes on apace 
for us all—if we can survive. 





Container Corporation 
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and 1933, the company’s net work- 
ing capital declined only $102,248 
and during this period the company 
retired $1,266,000 in bonds and 
$494,600 par value of preferred 
stock. 

As of June 30, last funded debt 
totalled $6,629,500, a reduction of 
$351,000 since the end of last year. 
Earlier this year stockholders sub- 
scribed to 130,708 additional shares 
of common stock at $23 a share, 
bringing the total number of shares 
outstanding up to 780,056. Pro- 
ceeds from the sale of additional 
stock were used to liquidate bank 
loans, for plant construction and 
increased working capital necessi- 
tated by the larger volume of cur- 
rent business. 

Net sales of Container Corp., last 
year amounted to $22,525,268, an in- 
crease of better than 11 per cent 
over 1935. Increased expenses, how- 
ever, practically absorbed the gain 
in sales, while lower fixed charges 
were ineffective in the face of in- 
creased taxes. As a result the gain 
in 1936 net was restricted to almost 


nominal proportions, the figure of 
$1,286,942 comparing with $1,238. 
009 in 1935. Applicable to the 653. 
540 shares of common stock out- 
standing at the end of the year, net 
income in 1936 was equal to $1.97 a 
share, as against $1.89 a share in 


1935. Dividends were resumed 
about a year ago with a payment of 
25 cents and for the full year stock- 
holders received $1.25 a share, in- 
cluding an extra of 75 cents. This 
year dividends have been paid at the 
rate of 30 cents quarterly and as 
prospects shape up at this time it 
appears virtually certain that a gen- 
erous extra may be paid before the 
year-end. 

Responding to the unusually 
heavy demand for paperboard and 
containers, particularly in the see- 
ond quarter, coupled with increased 
prices, tonnage shipments increased 
nearly 12 per cent in the first six 
months of this year, and dollar sales 
were up more than 33 per cent. Net 
income, for this period, of $1,319,294 
was equal to $1.69 a share on the 
increased amount of common stock 
outstanding as of June 30, last, 
which compared with 74 cents a 
share earned on a smaller number of 
shares in the corresponding period 
a year ago. Earnings for the twelve 
months’ period ended June 30 were 
equal to $2.76 a share on the com- 
mon, as against $1.92 a share in the 
same period of 1936. With current 
assets, including cash of $2,314,577, 
totalling $8,285,000 to offset current 
liabilities of $3,826,241, the expecta- 
tion of a larger dividend appears 
fully warranted. 

Notwithstanding the slowing up 
in shipments recently experienced by 
the company, it is a safe prediction 
that current earnings will amount to 
at least $3 a share for the common. 
Quietness in demand is normal at 
this season of the year, and particu- 
larly so this year owing to the sub- 
stantial volume of forward buying 
which occurred in earlier months in 
anticipation of rising prices. Labor 
difficulties have also had the effect 
of restricting demand to some ex- 
tent. The fall months should con- 
form to normal experience and pro- 
duce considerable acceleration in 
new orders both for paperboards and 
containers. Paperboard prices were 
recently lowered but profit margins 
should not be appreciably affected, 
inasmuch as prices of waste paper 
have also been cut. Barring the un- 
forseen, profit margins for the full 
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Have you profited through your 
reading of The Magazine of Wall 
Street? 


“Since reading your advices I have 
invested over $8000 and have a paper 
profit of $4000, and get a dividend re- 
tum of 5 per cent on the amount 
invested.” —J. L., Texas. 

* oe O* 


“Bven if I had no investments to make 
and keep track of, The Magazine of 
Wall Street would be as broadening 
as a college extension course and bet- 
ter. It is perpetually renewing one’s 
contact with reality. It is very educa- 
tional aside from its investment value.” 
E. D., Oregon. 
ko * * 


“| bought 150 shares of Briggs Manu- 
faturing on your analysis and sold it 
for a profit of over $5000.”"—C. S., 


Maryland. 
*x* * * 


‘I think it should hold a place with 
everyone who wishes to improve his 
knowledge of investments.”—A Well- 
Known New York Broker. 


* * * 


‘I have been a subscriber to The 
Magazine of Wall Street for about a 
year and I am very much interested 
init as it allows me to keep in close 
touch with industrial and commercial 
trends."—J. R., Illinois. 


* * * 


‘Through your recommendation I 
purchased Paramount Pictures at 91% 
which has made me a very nice profit.” 
C.§., South Dakota. 


* * * 


‘IThold 50 shares of Republic Steel at 
2% which my broker tried to get me 
to sell at 26, but fortunately I have 
your Magazine and refused to sell.” 


R.C.,, New York. 
* * * 


“The best investments I have are 
those I picked from your suggestions. 
The last one surprised my broker yet 
ifI were to sell it, I would make over 
33 per cent profit in 2 months’ time.” 
H., Ohio. 
* * * 
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“From reading your Magazine and not 
plunging I made $2000 in the past 
year."—V. R., California. 

* ok x 


‘I have been a subscriber for 20 
years.”"—W. P., Va. 

x ok 
“I bought 100 shares of Youngstown 


Sheet & Tube and now have 48 points 
Profit."—W. M., California. 


“I think The Magazine of Wall Street 
more profitable and correct than any 
I could get.”—J. D., Tenn. 


* * * 


“We held B. & O. at your suggestion 
and are now very glad.”—J. W. M., 


Ni Y 
+ 2 


“IT have been a subscriber to your 
Magazine for 12 years or more and 
expect to continue my subscription in- 
definitely, for I consider it to be the 
most valuable Magazine of its kind 
now published.”—M. A., D. 


* * * 


“TI want you to feel that I have gotten 
my money’s worth from your Maga- 
zine already, and I have been reading 
it for only two months.”—C. D., Conn. 


* * * 


“IT read everything in it."—M. W., 
Missouri. 
* * * 


“Just the other day I went through 
some of my old copies and I was im- 
pressed by the record of your recom- 
mendations.”—T. N., California. 


* * 


“Have subscribed to several financial 
publications in the past, but can say 
frankly that I have found yours to be 
the best.”—J. J., Penn. 


* *e * 


“I wish I had continued with your 
Magazine. I know I would have made 
more money through it than I have 
myself. I recall especially your recom- 
mendations of Creole Petroleum at 22 


The Inquiring 
Reporter 


and U. S. Rubber around 18. They 
both have had a nice rise since then.” 
L. D., Vermont. 


* * * 


“Consider your forecasts and sugges- 
tions the best in Wall Street.”—H. S., 
Mass. 

K * * 
“In the past year I made $1500 on 
100 shares of General Cable common 
alone which is not bad for a stock 
bought at around 6.”—K. L., Illinois. 

*x* * * 


Whether you are actively interested 
in investing, or only occasionally buy 
or sell securities, regular reading of 
The Magazine of Wall Street will re- 
pay you many times over for the time 
you spend reading it. 


As a subscriber you enjoy the privi- 
leges of our Confidential Inquiry Ser- 
vice. No other organization has the 
facilities to duplicate this cooperation 
—the only stipulation is that inquiries 
be limited to not more than three listed 
stocks or bonds at a time in order to 
facilitate replies. This enables you to 
personalize the work of The Magazine 
of Wall Street in accordance with 
your particular requirements—and, as 
in the case of many new subscribers 
holding securities about which they 
know but little, this department might 
quickly make or save you hundreds or 
thousands of dollars. 


Your subscription at this time will 
also bring you a valuable little book— 
“How to Profit Through a Knowledge 
of Brokerage House Technique,” free. 
In clear, easy language it tells you 
everything you need to know about 
buying and selling securities under to- 
day’s market regulations. We have 
but a limited quantity so urge you to 
act promptly if you want a copy. 


Mail Your Subscription Now— 





The Magazine of Wall Street 
90 Broad Street, New York 


Enclosed find my remittance of $7.50 for which enter my subscrip- 
tion to The Magazine of Wall Street for one year—including free 
Personal Inquiry Service—and send me “How to Profit Through a 





Knowledge of Brokerage House Technique.” 


Foreign postage $1 a year additional. 

















current year appear likely to show a 
considerably better average than 
those for 1936. 

Recently quoted at 28, the shares 
of Container Corp. are selling some 
eight points below their 1937 high, 
and less than ten times prospective 
earnings for this year. The yield on 
the present dividend is better than 
4 percent. On this basis, the shares, 
statistically and by comparison with 
many other issues, are undervalued. 
The fact, however, that the market 
appraises the company’s prospects 
more conservatively than otherwise 
may reflect two possibilities: the 
rate of earnings gain from this point 
on may be less conspicuous than was 
the case in the first six months, and 
the possibility that sustained high 
demand may bring in new produc- 
tion to a point where price levels 
might be threatened. Aside from 
these contingencies which may con- 
tinue dormant for some time, the 
shares of Container Corp., would 
seem to embody the elements of an 
interesting speculation. 





Investments for Income and 
Price Appreciation 





(Continued from page 603) 


980,188, while current liabilities were 
less than $7,500,000. Well fortified 
financially, the company is in a 
position to pass along to the stock- 
holders, a generous portion of 
earnings. Dividends are current- 
ly being paid at the rate of 75 cents 
a share quarterly and early this year 
an extra dividend of $1.25 per share 
was paid. 

It is to be noted that last year 
the company’s net profit amounted 
to about 5% of net sales, a margin 
which compares very favorably with 
that shown by other similar organ- 
izations. To a large extent, the 
showing of May Department Stores 
reflects not only competent mer- 
chandising policies but careful con- 
trol of operating expenses. Com- 
petitively, the company has more 
than “held its own” by its up-to- 
date methods and the introduction 
of numerous conveniences and inno- 
vations throughout its system. 

On the basis of the anticipated 
gain in earnings, the probabilities 
are that aggregate dividends will ex- 
ceed $4 a share for the current fiscal 
period. Selling at 64, the indicated 
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yield, therefore, would be in excess 
of 6%. While there is nothing in 
the company’s prospects which 
would suggest anything spectacular 
or dynamic, the shares may be en- 
dorsed as a sound investment medi- 
um where the emphasis is on sus- 
tained earning power and income 
return. 


Glenn L. Martin Co. 


Although the shares of Glenn L. 
Martin Co. have been listed on the 
New York Stock Exchange for only 
a short period, the company itself is 
one of the oldest organizations 
identified with the aviation industry. 
Mr. Glenn L. Martin, the active 
head of the company, was one of the 


earliest pioneers in the development 


of aircraft. 

Glenn L. Martin Co. has devel- 
oped, with conspicuous success, two 
principal types of aircraft, the 
“B-10B” Martin bomber, for the 
United States Army Air Corps, and 
the so-called “Clipper” planes used 
by Pan American Airways in trans- 
Pacific service. The company’s 
principal plant is located at Middle 
River, Maryland, and at the present 
time there is under construction a 
$2,000,000 addition to this unit, 
which is expected to be in operation 
late this year. Asa result manufac- 
turing facilities will be practically 
doubled. 

The company’s annual report for 
1936 pointed out that since the es- 
tablishment of its plant in Mary- 
land, nearly $20,000,000 worth of 
bombing planes, flying boats and 
spare parts were sold. During this 
period, however, it was necessary to 
absorb abnormal expenses incurred 
in connection with development 
projects and organization outlays 
necessary to establish this plant. 
The year 1936, however, was the 
most profitable one in the company’s 
history. Net sales totalled $6,219.,- 
773, of which $1,734,340 represented 
sales to foreign customers. Net in- 
come, after interest and taxes, to- 
taled $732,652, equal to about 87 
cents a share on the stock outstand- 
ing at the close of the year. 

In September, 1936, 350,000 addi- 
tional shares of common stock were 
sold, net proceeds of $4,200,000 hav- 
ing been utilized to defray the ex- 
penses of new construction and the 
liquidation of a $1,000,000 bank 
loan. At the present time there are 
869,625 shares outstanding, ahead 
of which are $825,000 in 6% con- 


vertible notes and notes payable of 
$185,000. As of June 30, last, total 
current assets amounted to $8,368,- 
695, including cash of $3,577,819, 
and current liabilities totalled $3. 
362,467. Giving full effect to the 
conversion of the notes, outstanding 
stock would total 938,375 shares, 
Net earnings in the first half of 
the current year, after all appro. 
priate charges, amounted to $596. 
307, or approximately 61 cents 4 
share on the outstanding stock. At 
the beginning of the second half, un. 
filled orders totalled $11,406,663, of 
which it is expected that a substan. 
tial portion will be delivered during 
the final six months. The company 
continues actively to develop and 
improve its products and it is un- 
derstood that present plans call for 
the construction of a super-flying 
boat for trans-Atlantic service. 
Although frankly speculative, the 
shares of Glenn L. Martin Co. 
should appeal to those investors 
seeking a potentially valuable stake 
in the aviation industry. The suc- 
cess already achieved by the con- 
pany in the development of its prod- 
ucts, as well as the favor which they 
have found in foreign countries, are 
factors which may well contribute 
substantially to future earnings. 





How Current Earnings Are 
Affecting Price Movements 





(Continued from page 593) 


cludes makers of industrial ma- 
chinery as well as heavy electric 
equipment. 

One of the elements essential for 
a lively demand for capital goods is 
confidence—confidence on the part 
of industrial managements, their 
bankers and the investing public 
that future return on capital invest- 
ments will be adequate to support 
the new capital issues, bank credit 
or corporate surpluses that finance 
such outlays. Every major depres- 
sion seriously impairs such conf- 
dence which is not restored until a 
comparatively advanced stage of 
the subsequent recovery. In recent 
years, the capital goods industries 
were seriously handicapped by the 
special economic, social and _polit- 
ical changes introduced into the 
business picture by the “reform as- 
pects” of the present Administra- 
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port division reporting interim earn- 
ings showed a deficit this year. Thus 
the group may be given a capital 
goods classification, with the quali- 
fication that demand for this type 
of equipment is subject to highly 
specialized conditions not common 
to other heavier manufacturing con- 
cerns. Outlook for well sustained 
demand and satisfactory earnings, 
however, warrants favorable consid- 
eration of the shares of equipment 
makers in the aviation industry. 

The textile group, while a true 
consumers goods industry, enjoyed 
substantial enlargement of both de- 
mand and profit margins in the first 
half due to the necessity of adjust- 
ing a subnormal inventory position 
notwithstanding the chronic over- 
capacity of the industry. Prospects 
for the third quarter are less promis- 
ing, however, than any of the groups 
displaying better than average earn- 
ings in the first half. Since price 
gains have been a little better than 
average, textile issues, with the pos- 
sible exception of the rayon produc- 
ers, have no great appeal for aver- 
age speculative purposes. 

Of the fourteen groups which 


have displayed lower than average 
earnings improvement in the first 
half of the year, the rail equipment 
stocks represent the only true capi- 
tal goods producers. The backward- 
ness of this group is obviously due 
to the financial problems and still 
restricted earning power of their 
customers, the railroads. While there 
is no statistical indication that rail 
equipments have yet hurdled the 
obstacles which have heretofore re- 
stricted earning power, a forward 
looking view of the prospects of this 
industry both for the balance of this 
year and an extended period beyond 
must take into account long ac- 
cumulated potential equipment de- 
mands. 

Solution of the immediate rail 
problems, namely, pending wage in- 
creases and rate increase petitions, 
probably will be seen in the third 
quarter. A satisfactory settlement 
of these questions probably will be 
an important factor marketwise for 
both the carriers and the equipment 
makers, since the outlook for larger 
traffic volume is distinctly favor- 
able. Consequently, both groups 
are regarded in a favorable position 





Bank. Insurance and 
Investment Trust Stocks 





ACTIVE ISSUES 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bid Asked 
RR oh oa oe 8 te 65 67 
Bank of Manhattan (1.50).......... 3114 33% 
Bank of N. Y. & Trust (14)......... 455 465 
Central Hanover (4)..............2 122 125 
OC a area 481, 501% 
eS CE) 60 62 
MN ic narp-sc setae ha eeene a4 44 46 
Com EvemeagE (9). 6.652000. 6005s 62, 631% 
First National (100)............... 2200 2240 
oe): A aaa res 315 320 
Irving Trust (.60).................. 14%, 153% 
Manufacturers (2)................. 5114 531% 
WNOW POUNDS 65s oh dsc nee cckwess 131 134 
United States Trust ({70)........... 1755 1805 


INSURANCE COMPANIES 
Pistia Fee (100)... oo cc cee 
bo ek 6h ) 
PM, SOO ORS) ons oc kc ces 52 54 


Fireman's Newark (.30)............ 1256 141, 
se a re 44, 46%, 
Clee G RAGES «o.oo eis ccc ees 63 66 
Great American ({1.20)........... 25 2614 
Hanover F. (4.60). ..5 2... ccc. ccs 345%, 3634 
dh | | 74 76 


INSURANCE CCMPANIES—(Continued) 


Bid Asked 
FS Ee SR ee RR Ie 34%, 361% 
Ins. Co. of North ‘Amato (72.50) 6714 6814 
Maryland Casualty. . ee ~ »§ 6% 
National Fire (2).. 635% 653% 
Phoenix ({2.50)........... iacweten ee 86 
Sun Life Can. (15). .... .. 680 730 
Travelers (16)....... .. 490 500 
United States Fire (72.50) 5414 561% 
Westchester F. (71.50). . 341%, 36% 
INVESTMENT TRUST SHARES 

Amerex Corp.......... ; 28%, 301% 
Brit. Type Investors......... oe -68 
Bullock Fund............... . 22% 24 
Corporate Trust—AA.. 3.72 reer: 
Fidelity Fund............... ; . 28.70 30.92 
Incorporated Investors. . .. 25.55 Baths 
Maryland Invest......... : 9.80 10.74 
Massachusetts Fund...... . 28.89 30.65 
Nation-wide Securities B. 2 4.53 4.63 
No. Amer. Trust Shares 1958. 3.31 wees 
Quarterly Income Shares. . ... 18.21 19.95 
Spencer Trask Fund................ 21.77 22.92 
Uselps Voting Shares......... (9D 1.07 


t Includes extras. 
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for intermediate term to longer term 
profit possibilities. In the tabula- 
tion, no percentage gain is calculable 
for the railroads as a group, since 
in the aggregate these companies 
showed a deficit after charges in the 
first half of 1936. Nevertheless, the- 
improvement in the earnings posi- 
tion of the group has been substan- 
tial and at the mid-point of the year 
had advanced well above the break- 
even level in the aggregate. 

The public utilities obviously are 
not being appraised by the market 
on a statistical basis. From an 
operating standpoint, prospects for 
the third quarter appear distinctly 
favorable, with an all-time record 
demand for electric power recently 
recorded and rates already adjusted 
to a level which has minimized 
pressure for reductions. The extent 
to which favorable operating results 
may continue to be offset by polit- 
ical uncertainties is open to ques- 


tion. Recent indications that Con- 
gress may exert its prerogatives 


more firmly are encouraging, how- 
ever, and as indicated in the accom- 
panying tabulation, recent quota- 
tions for utilities shares are almost 
5 per cent below a year ago. 

Among the fourteen groups which 
displayed less than average earnings 
improvement in the first half, furni- 
ture companies, rails and rail equip- 
ments, chemicals, motors and motor 
accessories appear to have the best 
prospects for earnings gains during 
the third and fourth quarters of the 
year. Of these groups it may be 
noted that chemicals, railroads and 
auto accessories made conspicuously 
poor showings in the year to year 
price comparisons and in that sense 
might be considered to be somewhat 
out of line with intermediate term 
prospects. 





Bright Prospects in Retail 
Trade 





(Continued from page 585) 


same retail price, or by confining 
the goods to one dealer in each area. 

“Why doesn’t Macy’s distribute 
not only price-free but dealer-free 
as well? Because it does not dare. 
Price cutting would immediately 
develop and drive the brand out of 
the trading area and injure it, un- 
der principles which Macy’s econo- 
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mists understand as well as do ad- 
vocates of fair-trade laws. 

“What would be more ridiculous,” 
he addends, “than to find Macy’s 
private brands sold within its own 
trading area at prices less than the 
same products could be bought for 
at Macy’s store!” 

Through it all the store is enjoy- 
ing the publicity. Those who think 
that Macy’s ways of achieving an 
objective can be as devious as the 
wily Chinese are examining the 
move to detect the real purpose, 
which obviously is not what has yet 
appeared on the surface. 

Meanwhile sales managers of na- 
tional-brand lines, whether price- 
controlled or not, are watching 
their sales curves with ever-growing 
anxiety. Something is wrong, and 
worse is in sight. The problem is 
two-fold. One concerns all national- 
brand goods, and the other concerns 
only those whose price has been 
fixed under one or more of the State 
enabling Acts. 


National-Brand Worries 


Taking up the latter first, the 
problem of maintaining a fixed price 
is fast becoming one familiar to the 
poker fan—how long to stick and 
when to fold. What A & P did in 
New Orleans, and Kroger is doing 
in the mid-West, and a department 
store is doing in New York, in ad- 
vertising comparisons of their own 
brands alongside named and _ pic- 
tured national brands, with star- 
tling price differences, is making 
sales managers wonder whether 
their province in life is to be to hold 
a price umbrella over the heads of 
private-brand manufacturers while 
retailers flock to the cut - price 
brands. 

Up to a year ago, retailers were 
convinced that national - brand 
names outsold private brands even 
with a price differential. Today 
they are not so sure, and for one 
reason only. The reason involves 
also the first problem referred to 
above, a current headache of na- 
tional-brand manufacturers. Brief- 
ly, what is worrying retailers af- 
fected by price-fixing controversies 
is whether manufacturers them- 
selves have sufficient confidence in 
the value of their national brands 
to champion them. 

There is no evidence to that ef- 
fect. Retailer mentions of national 


brands have dwindled from a steady 
stream to a faint trickle. No manu. 
facturer or group has come forward 
and told retailers the merits of ng. 
tional brands — their purity, thei 
reliable ingredients, the care put 
into their manufacture, the protec. 
tion of quality standards, their sales 
momentum, the public confidence 
they enjoy which transfers itself to 
the retailer. All the propaganda, all 
the discussion the retailer hears 
concerns the growing importance of 
private brands. 


Patman Act No Longer Good Alibi 


Advertising allowances have been 
curtailed or withdrawn by national- 
brand manufacturers. The stock 
alibi is the Robinson-Patman Act. 
but retailers are not fooled. They 
know that there is nothing in that 
Act which restrains or discourages 
advertising allowances, but merely 
requires that they be allocated 
equitably, and that they be spent 
for advertising. They are beginning 
to suspect that so many question- 
able practices were in effect 18 
months ago that sales managers be- 
came panicky, withdrew allowances 
and now are reluctant to restore 
their cost to the budget. 

During the first half of 1937, drug 
and cosmetics manufacturers used 
4,475,000 lines of advertising in 12 
principal cities in New York State 
te promote national brands, a drop 
of 48 per cent from their linage in 
1929. Meanwhile retail drug stores 
used 1,893,000 lines, mostly for pri- 
vate brands, a drop of 30 per cent 
from their 1929 linage. Advertising 
allowances in the drug and food 
fields have been cut even more than 
brand linage, with poor results. Re- 
tailers want allowances, and gener- 
ally will match them fifty-fifty in 
actual outlay. 


Store Sales Mount 


Meanwhile retail sales continue to 
mount. The year will register well 
over 40 billion dollars of volume, 
compared with the peak of 49 bil- 
lions in 1929 and the low of 25 bil- 
lions in 1933. Department stores, 
year to date, are up 10% (Federal 
Reserve Bank figures); J. C. Per- 
ney 6-months sales are up 9% 
Safeway sales, year to date, are up 
14%. Both Sears and Ward report 
sales at an all-time peak, with Ward 
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up 27% for the year to date. Wool- 
worth is up 7.4% to date; Spiegel’s 
increase for the year is 34%, and 
Marshall Field is ringing up the 
highest sales since 1929. 


Prices Up But Steadying 


There is little fear that such a 
sales pace will be slackened by ris- 
ing prices and the mounting cost of 
living, because wage rates and em- 
ployment are going up at least as 
rapidly. Retail prices average 9.37% 
above those of a year ago, but 17% 
below the 1929 level. Mail-order 
catalogs show 4 to 5 per cent higher 
prices than for last year. 

The cost of living in July, re- 
ported by the National Industrial 
Conference Board, was 4.3% above 
that of a vear ago, but 11.4% be- 
low the 1929 level. Food cost was 
up 2.2%, clothing 5.3%, and rent 
15% over July, 1936. A recent 
study entitled “Inter-City Differ- 
ences in the Cost of Living,” show- 
ing detailed comparisons between 
59 cities and published by the Divi- 
sion of Social Research of the Works 
Progress Administration, contains 
material of real value on this sub- 
ject. 


Employment Near 47 Million 


Detroit 110,000 
work with 


Last month in 
workers went back to 
steady employment assured for 
many months to come. At least 
100,000 more manned assembly lines 
in other automobile cities. Total 
employment in all fields of business, 
plus permanent governmental bu- 
reaus, now totals 46,910,000, ac- 
cording to the current estimates of 
the National Industrial Conference 
Board. Every man back at work 
means money in the cash register. 

Farm income for the first half of 
1937 topped that for the same pe- 
tod of 1936 by 16 per cent. Cash 
income from crops exceeded 31% 
billion dollars, with the best part 
of the year still to come. Grain 
crops alone will produce, at August 
1 Board of Trade prices, 3.4 billions 
of the estimated annual farm total 
of 914 billions. Retailers in most 
farm areas are doing exceedingly 
well, and should at least hold their 
own next year. 

Both total retail and department 
store advertising linage in newspa- 
pers is higher for the year to date 
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than for any year since 1931, and is 
now running close to the 1929 fig- 
ures. Department stores, according 
to Media Records, in the first 7 
months of 1937 used 96.2% as much 
linage as in the same period of 1929. 
The increase over last year was 
5.2%, with many States even bet- 
ter than the national average. 


Economists Confirm Uptrend 


It is not surprising, therefore, in 
view of the facts which mass in 
their favor, that economists concur 
in the good outlook for retailers. 
Says Col. Leonard P. Ayres, Cleve- 
land Trust Co.: “Business activity 
vill hold up well during the remain- 
ing months of 1937... . The widely 
anticipated summer slump did not 
develop.” 

To which Roy H. Bassett, presi- 
dent of the New York State League 
of Savings and Loan Associations, 
adds: “We face the greatest period 
of expansion and prosperity that 
you and I have ever seen. The de- 
pression is over.” 





Two Leading Copper Com- 
panies Compared 
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ducers were operating under re- 
stricted schedules at the time of the 
NRA code, Anaconda’s wider lati- 
tude in the operation of foreign 
properties attracted more attention 
marketwise. With gradual improve- 
ment in the statistical position of 
the domestic division of the copper 
industry and the curtailment agree- 
ment abroad, interest shifted to Ken- 
necott. Then it swung back to Ana- 
conda during the latter part of the 
past year when the foreign restric- 
tion agreements were modified and 
finally cancelled. The substantial 
improvement in copper prices, so far 
this year, has of course, been a 
highly constructive market factor 
for both issues. In the case of Ken- 
necott, the step-up in operation of 
domestic properties to close to ca- 
pacity operations has added further 
appeal, from the speculative point of 
view, whereas Anaconda appears to 
have been able to hold its own in 
stock market interest because of the 
wide recognition of its demonstrated 
potentialities of earnings expansion 
during periods of a general upturn 


in industrial activity and active de- 
mand for copper at good prices both 
at home and abroad. 

No direct comparison of the earn- 
ings position of both companies un- 
der the conditions prevailing in the 
first six months of the current year 
is yet available since Kennecott has 
not yet issued its first half state- 
ment. The first half report of Ana- 
conda was fully up to expectation, 
however, profits equal to $2.21 a 
share, comparing with 67 cents a 
share earned in the first half of 1936 
and exceeding the share earnings 
realized in the full year 1936 
by a comfortable margin. On the 
strength of increased domestic min- 
ing operations and higher prices, 
Kennecott should also be able to re- 
port a substantial gain in earnings 
for the first half of the year—al- 
though the rate of gain over the cor- 
responding periods of 1935 and 1936 
may be somewhat less marked. 

Aside from improved conditions in 
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the fabricating divisions of both 
companies, the greater per share pro- 
duction of Anaconda represents an 
element of leverage in a period of 
rising copper prices. Copper prices 
have long since exceeded production 
costs at the principal mines of both 
companies. Anaconda with a poten- 
tial copper output rated at approx- 
imately 120 pounds per share of cap- 
ital stock outstanding would natur- 
ally be expected to carry a larger 
proportion of the higher copper val- 
ues into net earnings than Kenne- 
cott with its rating of approximately 
95 pounds per share. In other 
words, an increase of each one cent 
a pound in the price of copper means 
an addition of about $1.20 a share 
to Anaconda and about 95 cents a 
share to Kennecott. 

This figure assumes copper mining 
operations at around capacity for 
both concerns and no increase in ac- 
tual mining costs. In most of the 
leading mining camps in this coun- 
try, a sliding wage scale is main- 
tained, based on prevailing copper 
prices. Consequently, at the high- 
er prices wage costs would be in- 
creased, for one item, and it is quite 
probable that operating costs have 
also increased in other items. There 
is no reason to believe that Ana- 
conda’s unit costs would be increased 
costs, however. In fact, it is prob- 
able that wage and other costs at 
the foreign properties have increased 
less than in the mining camps in 
this country. 

In summary, it appears fair to 
conclude that the relatively wider 
possibilities of earnings expansion in- 
dicated for Anaconda shares (at 
least during a period of active de- 
mand for copper products) is likely 
to sustain wider appreciation mar- 
ketwise for this issue than for Ken- 
necott. The latter probably has 
greater appeal for the more conserva- 
tive minded security buyer, how- 
ever, because of its more stable earn- 
ings record under varying business 
conditions, the better integration of 
its domestic mining, smelting and 
fabricating facilities and the reputa- 
tion of its management for conserv- 
ativism in both financial and op- 
erting policies. 

For instance, the investor is not 
apt to lose sight of the tremendous 
accumulation of metal inventories 
which resulted from Anaconda’s op- 
erating policies in the earlier stages 
of the depression and the strain 
which these operations imposed (al- 
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most to the breaking point) on the 
company’s finances. The accom- 
panying ratio tables show graphic- 
ally how Kennecott improved its 
ratio of current assets to liabilities 
during the depression, whereas Ana- 
conda was virtually at the bare edge 
of solvency in its net working capi- 
tal position. 

Security buyers primarily con- 
cerned with obtaining maximum 
profit possibilities are not likely to 
appraise Anaconda on its perform- 
ance in the depression years, how- 
ever, and with good reason can point 
to the tremendous improvement in 
Anaconda’s net working capital posi- 
tion, after refunding: its short term 
debt in 1935. Also the leverage fac- 
tor in Anaconda’s present capital 
set-up is hardly to be regarded as a 
detracting element under conditions 
of sharply rising profits, when viewed 
purely from the speculative stand- 
point, since this leverage should ac- 
centuate recovery of profits avail- 
able to the -ompany’s equity secur- 
ity holders. 
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trade which we carry on with both 
countries. As can be seen from the 
table shown on page 581, Japan is 
a heavy buyer of our cotton, while 
both Japan and China take large 
quantities of fuel oil, gasoline and 
steel products. 

In the actual theatre of the war, 

now in progress but so far officially 
unrecognized, both our investments 
in, and trade with China are more 
in jeopardy than in the case of 
Japan. The invocation of our neu- 
trality laws are inevitable sooner or 
later; and while it is doubtful 
whether this will seriously cripple 
our exports to Japan, since she buys 
little more than the raw materials 
for munitions, it would decidedly 
hamper exports to China even as- 
suming that goods shipped there 
could pass a Japanese naval block- 
ade, which is unlikely. 
. If the war should be protracted, 
our trade with Japan would ulti- 
mately be curtailed, for the Neutral- 
ity Act forbids borrowing in the 
United States by any belligerent 
nation. 
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profit for that period amounted to 
$1,738,585, a gain of almost $1,000.) 
000 over the same period of 1986) 
Applied to the 675,573 shares of 
common stock outstanding, net profit, 
in the first half of the current year 
was equal to $2.41 a share, after 
dividend requirements on the 32,706 
shares of 614% preferred stock. Iv 
the corresponding months of lagt 
year, common stock earnings were: 
equal to 96 cents a share. On 
twelve-month basis to June 30, last,” 
net was equal to $4.42 a share for: 
the common, comparing with $1.63 4. 
share for the common in the corres 
sponding period a year ago and: 
$2.97 a share for the calendar year) 
1936. ’ 
The company has no funded debt? 
and the only capital obligation ahead * 
of the common is the 644% pre} 
ferred stock. While dividend ‘re-” 
quirements on the latter issue to-7 
talled only $213,098 last year, the? 
management would doubtless like 
to supplant this issue by one carry-7 
ing a lower dividend. The preferred | 
is callable only at 120, however a” 
rather substantial premium, and in? 
1935 stockholders repected a plan® 
to exchange the senior issue for a} 
new 5% preferred, $60 par, and $605 
in cash. 
Last year dividends paid on the} 
common, including a year-end “spe- | 
cial” of $1, totalled $2.50 and thus 
far in the current year payments 
have been made at the rate of 507 
cents quarterly. It appears certail ” 
that if this rate is not increased, 7 
another generous extra will be paid — 
later in the year. Companys” 
finances are excellent, permitting 7 
considerable latitude in the matter 
of dividends. Unless the rate of] 
sales gains taper off sharply in the? 
final half of the year, an unlikely™ 
possibility at this time, Link-Belt™ 
will probably earn $5 a share or bet? 
ter on the common stock, or al] 
earnings yield of better than 8% om) 
the present price of the common, 614 
On this basis, the shares offer a rea-¥ 
sonably priced vehicle for partic~ 
ipating, in effect, in the further req 
covery of the widely diversified 4 
group of important industries," 
served by Link-Belt. { 
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